SOCIAL  AND  ECONOMIC 


STUDIES 


Editor:  H.  D.  Huggins 


Vol.  7,  No.  3 
September,  1958 


INSTITUTE  OF  SOCIAL  AND  ECONOMIC  RESEARCH 

UNIVERSITY  COLLEGE  OF  THE  WEST  INDIES,  JAMAICA,  W.I 


1  Hi  :  \(  1 

INTRODl 

H'i.>  1: 


TOPIC  2: 


TOPIC  3; 


TOPIC  4 


TOPIC  5 


f 


STUDY  CONFERENCE 
ON 

ECONOMIC  DEVELOPMENT 
IN  UNDERDEVELOPED  COUNTRIES 
CONTENTS 

Page 


PREFACE  .  V 

INTRODUCTION  G.  £.  Cumper  .  1 


TOPIC  1:  .The  Relationship  between  Population,  Resources 
AND  Output,  with  Special  Attention  to  Migration 


Demo^aphy  and  Economic  Development 

clarence  Senior  .  9 

Note  on  Population  and  Growth 

G.  W.  Roberts  .  24 

Comment 

D.  O.  Mills  .  33 

Note  on  Conservation  Foundation  Project 

/.  M.  Stycos  .  34 

General  Discussion  .  36 

TOPIC  2:  Employment  Policy  in  an  Underdeveloped  Area 

Employment  Policy  in  an  Underdeveloped  Area 

W.  A.  Lewis  .  42 

Lconomic  Development  in  a  Context  of  Low 
Population  Pressure 

H.  D.  Huggins  and  G.  £.  Cumper  .  54 

General  Discussion  .  67 

TOPIC  3:  The  Government  Financing  of  Development 

Bold  or  Cautious? 

Sir  Donald  MacDougall  .  75 

Deficit  Financing  of  Public  Capital  Formation 

H.  W.  Singer  .  85 

General  Discussion  .  97 

TOPIC  4:  Economic  Development  and  the  Private  Sector 

Economic  Development  and  the  Private  Sector 

Arthur  Brown  .  103 

Monopoly  and  Economic  Development  in  the 
British  West  Indies 

A.  P.  Thorne  .  113 

Some  Lessons  for  the  West  Indies  in  Puerto 
Rico’s  Economic  Development 

David  F.  Ross  .  114 

General  Discussion  .  117 

TOPIC  5:  The  Problem  of  Overseas  Markets 

Main  Characteristics  of  West  Indian  Trade 

E.  F.  Nash  .  120 

Note  on  Intra-Regional  Trade 

/.  C.  King  .  136 

General  Discussion  .  136 


The  I 
Countrif 
to  15.  11 
the  Cen 
of  Soda 
Departir 
Indies.  ' 
ganisatic 
Ackno 
Assistan< 
assistanc 

The  C 
versity  ( 
nomic  E 
tor  of  tl 
Holtz.  I 
G.  Thoir 
tor  of  til 
lege;  Mi 
Universi 
Director 
The  re 
taken  by 
lication  1 
College  ( 
the  work 
of  transc 
The  p 
Mr.  K.  a 

Mr.  a.  B: 
Mr.  E.  S 
Mr.  G.  ( 
Mr.  G.  C 

Mr.  D.  E 

Dr.  E.  E 

Mr.  I.  E. 
Dr.  H.  E 

Mr.  I.  C. 
Dr.  K.  S. 
PaoF,  W, 


i 


PREFACE 


The  Study  Conference  on  Economic  Development  in  Underdeveloped 
Countries  held  at  the  University  College  of  the  West  Indies  from  August  5 
to  15,  1957,  was  organized  by  representatives  of  the  Ministry  of  Finance  and 
the  Central  Planning  Unit  of  the  Government  of  Jamaica,  and  the  Institute 
of  Social  and  Economic  Research,  the  Department  of  Economics,  and  the 
Department  of  Extra-Mural  Studies  of  the  University  College  of  the  West 
Indies.  The  Government  of  Jamaica  and  the  Development  and  Welfare  Or¬ 
ganisation  generously  contributed  to  the  cost  of  the  conference. 

Acknowledgment  is  gratefully  made  of  the  advice  given  by  the  Technical 
Assistance  Administration  of  the  United  Nations  Organisation,  and  of  its 
assistance  in  arranging  for  Dr.  Hans  Singer  to  attend. 

The  Conference  Committee  consisted  of  Dr.  W.  W.  Grave,  Principal,  Uni¬ 
versity  College  of  the  West  Indies;  Mr.  George  Cadbury,  Adviser  on  Eco¬ 
nomic  Development  to  the  Government  of  Jamaica;  Mr.  Arthur  Brown,  Direc¬ 
tor  of  the  Central  Planning  Unit  of  the  Government  of  Jamaica;  Mr.  Noel 
Holtz,  Deputy  Financial  Secretary  to  the  Government  of  Jamaica;  Mr.  L. 
G.  Thomas,  Repre  entative  of  the  British  Council;  Dr.  H.  D.  Huggins,  Direc¬ 
tor  of  the  Institute  of  Social  and  Economic  Research  of  the  University  Col¬ 
lege;  Mr.  David  J.  Morgan,  Head  of  the  Department  of  Economics  of  the 
University  College;  Mr.  Hugh  Springer,  Registrar,  and  Mr.  Philip  Sherlock, 
Director  of  Extra-Mural  Studies  in  the  University  College  of  the  West  Indies. 

The  recording  and  transcription  of  the  conference  proceedings  were  under¬ 
taken  by  the  Department  of  Extra-Mural  Studies,  and  the  editing  and  pub¬ 
lication  by  the  Institute  of  Social  and  Economic  Research  of  the  University 
College  of  the  West  Indies.  The  editor  wishes  to  express  his  appreciation  of 
the  work  of  Mrs.  Corinna  Meeks,  who  was  responsible  for  the  exacting  task 
of  transcribing  the  record  of  the  general  discussions  of  the  conference. 

The  participants  were: 

Mr.  K.  a.  Aucieb  —  The  Department  of  Finance,  Department  of  Econo¬ 

mics,  Pre-Federal  Government,  Barbados. 

Mr.  a.  Brown  —  The  Central  Planning  Unit,  J^aica  Government. 

Mr.  E.  S.  S.  Burrowes  —  Financial  Secretary’s  Office,  Barbados. 

Mr.  G.  Cadbury  —  'The  Central  Planning  Unit,  Jamaica  Government. 

Mr.  G.  Compeb  —  IrLstitute  of  Social  and  Economic  Research,  Uni¬ 

versity  College  of  the  West  Indies. 

Mr.  D.  Edw.\rds  —  Institute  of  Social  and  Economic  Research,  University 

College  of  the  West  Indies. 

Dr.  E.  Evans  —  Department  of  Economics,  University  College  of  the 

West  Indies. 

Mr.  J.  E.  Heesterman  —  Caribbean  Commission,  Port  of  Spain,  Trinidad. 

Dr.  rl.  D.  Huccins  —  Institute  of  Social  and  Economic  Research.  Uni¬ 

versity  College  of  the  West  Indies. 

Mr.  j,  C.  King  —  The  Regional  Economic  Committee,  Barbados. 

Dr.  k.  S.  Krishnaswamy  —  The  Economic  Development  Institute,  Washington. 

Prof.  W.  A.  Lewis  —  University  of  Manchester. 


INTRODUCTION 


The  organizers  of  the  Study  Conference  on  Economic  Development  in 
Underdeveloped  Countries  held  at  the  University  College  of  the  West  Indies 
in  August  1957  defined  its  purpose  as  follows: 

We  in  the  British  Caribbean,  like  people  in  many  countries  are  grappling  with 
economic,  social  and  constitutional  development,  and  we  are  finding  that  it  is  neces¬ 
sary  for  us  to  re-think  the  answers  to  some  of  our  major  economic  problems.  At  the 
same  time  it  has  become  evident  in  some  of  the  current  economic  writings  that  there 
are  new  ideas  being  formulated  by  leading  economists,  arising  from  their  experience 
of  underdeveloped  countries.  This  therefore,  seems  to  be  the  right  time  to  try  to  get 
some  of  these  people  together,  and  while  taking  advantage  of  their  thinking  on  world 
problems  to  relate  these  specifically  to  the  problems  of  the  West  Indies. 

The  main  objects  of  this  study  conference  are:  to  enable  the  economists  to  put  for¬ 
ward  new  and  Basic  ideas  on  economic  development  in  underdeveloped  areas  and  to 
suggest  efficient  methods  of  applying  them  in  the  Caribbean;  and  to  enable  those 
financial  secretaries  and  economic  advisers  to  governments  who  attend  to  hear  about 
experience  elsewhere  from  those  intimately  concerned  with  the  formulation  and  direc¬ 
tion  of  development  plans  and  projects. 

We  realise  that  there  is  a  mine  of  information  to  be  tapped.  Topics  such  as  these 
have  been  thought  about  by  the  various  organisations  of  the  United  Nations,  by  the 
International  Bank  for  Reconstruction  and  Development,  by  the  Caribbean  Confer¬ 
ence  on  Industrial  Development  and  elsewhere.  Through  uiis  study  conference  we 
should  like  to  benefit  from  the  information  that  is  now  available  ana  in  turn  to  con¬ 
tribute  to  ^he  symposium. 

This  report  presents  the  papers  which  were  read  to  the  conference  and  a 
digest  of  the  discussion  between  its  members.  We  regret  that  it  has  not  been 
practicable  to  reproduce  the  very  valuable  contributions  of  Professor  Schultz 
and  of  Dr.  Prest,  both  of  whom  spoke  from  notes.  It  has  been  a  matter  of 
some  diflBculty  to  decide  how  to  present  the  general  discussions  which  took 
place.  A  verbatim  report  would  have  inevitably  included  much  repetition  and 
have  placed  an  unnecessary  strain  on  the  reader’s  patience,  while  a  too  formal 
presentation  would  not  have  conveyed  the  sense  of  the  informal  interchanges 
which  were  a  valuable  characteristic  of  the  conference.  In  what  follows,  the 
general  order  of  discussion,  with  its  division  into  five  topics,  has  been  pre¬ 
served.  Prepared  comments  on  the  main  papers  have  been  reproduced  in  full, 
but  the  greater  part  of  what  was  said  has  been  considerably  condensed,  and 
in  this  condensation  particular  views  have  been  attributed  to  individual  mem¬ 
bers  only  when  it  seemed  that  the  contribution  was  in  a  special  way  original 
to  the  person  named. 

This  introduction  presents  briefly  what  seemed,  from  the  writer’s  personal 
point  of  view,  to  be  the  main  lines  of  thought  which  emerged  from  the  dis¬ 
cussions,  and  explores  their  implications  for  economic  development  in  the 
West  Indies.  It  should  be  made  clear  that  it  omits  much  which  may  seem  to 
others  of  greater  importance  than  what  is  included,  and  that  the  participants 
in  and  the  organizers  of  the  conference  are  not  responsible  for  the  views  of 
their  editor. 

From  this  report  it  is  possible  to  judge  how  successful  the  conference 


1 


2 


SOCIAL  AND  ECONOMIC  STUDIES 


proved  in  its  declared  aims  of  putting  forward  ideas  and  suggesting  appli¬ 
cations,  and  in  the  intercourse  between  the  academic  and  the  administrator 
which  It  was  part  of  its  purpose  to  stimulate.  This  intercourse  is  not  fully 
reflected  in  the  following  pages,  since  much  of  what  was  most  valuable  in 
this  as  in  all  such  conferences  took  place  outside  the  conference  room.  Even 
within  the  formal  limits  of  discussion,  however,  it  was  evident  that  much 
of  the  driving  force  of  the  conference  came  from  the  need  for  the  administrator 
to  translate  into  terms  of  local  and  limited  problems  and  solutions  the  more 
general  statements  of  the  abstract  economist  and  demographer,  and  from 
the  attempt  of  the  latter  to  generalize  and  set  in  a  broader  theoretical  con¬ 
text  the  particular  concerns  of  the  administrator.  It  was  one  of  the  fortunate 
features  of  the  conference  that  there  were  present  so  mai»y  members  who 
could  fairly  claim  to  belong  to  both  camps  and  had  long  experience  of  the 
application  of  the  discipline  of  the  social  sciences  to  administrative  needs 
These,  who  were  referred  to  at  one  point  in  the  discussion  as  the  adminis¬ 
trative  economists,  contributed  greatly  toward  the  unity  of  die  group  and 
the  fruitfulness  of  the  discussion. 

How  far  the  conference  brought  forth  specific  recommendations  about 
West  Indian  problems  can  be  judged  from  the  following  pages.  It  was  not 
of  course  intended  that  there  should  be  created  a  blueprint  for  the  economic 
development  of  the  West  Indies  or  even  of  Jamaica.  But  much  of  the  dis¬ 
cussion  was  carried  on  at  a  very  concrete  level  and  will  certainly  have  a 
direct  and  immediate  influence  on  governmental  decisions  on  development 
policy  in  the  West  Indies.  Nevertheless  it  was  not  possible  to  discuss  in 
detail  all  fields  of  development  policy  in  the  time  allotted.  It  was  a  limitation 
of  time,  for  example,  which  prevented  a  fuller  examination  of  the  difficult 
and  important  problems  of  agricultural  development,  though  Hindsight  sug¬ 
gests  that  more  progress  might  have  been  made  in  this  particular  subject 
had  sociology  been  more  heavily  represented  at  the  conference. 

The  first  aim  of  the  conference  had  been  stated  as  tfiat  of  enabling  the 
economists  present  to  “put  forward  new  and  basic  ideas  on  economic  develop¬ 
ment”.  By  this  of  course  it  was  not  intended  that  the  ideas  presented  should  be 
so  new  as  to  be  hitherto  unpublished,  or  so  basic  as  to  be  a  restatement  of 
economic  theory.  Rather  the  object  was  to  gather  together  a  group  of  econo¬ 
mists  whose  thinking  would  be  representative  of  the  change  in  professional 
attitudes  toward  the  development  of  “underdeveloped*  countries  which  has 
taken  place  since  the  second  World  War,  and  to  permit  them  to  express 
their  ideas  with  the  circumstances  of  the  West  Indies  in  mind.  The  organiza¬ 
tion  of  the  conference  proceedings  into  five  “topics”,  on  each  of  which  one 
or  two  formal  papers  were  delivered,  was  intended  to  facilitate  the  discus¬ 
sion  of  tiiose  areas  of  the  subject  which  presented  special  problems,  and  was 
correspondingly  unfavourable  to  the  examination  of  general  tiieories  of  eco¬ 
nomic  development.  It  may  therefore  be  worthwhile  attempting  some  exam¬ 
ination  of  the  more  general  ideas  and  attitudes  which  underlay  the  discus- 
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sion  of  particular  questions,  and  of  the  extent  to  which  these  ideas  were 
modified  in  the  covurse  of  applying  them  to  West  Indian  circumstances. 

The  fundamental  link  between  the  participants,  whatever  their  background, 
was  the  assumption  that  rapid  economic  progress  was  possible  to  a  poor 
country  through  the  action  of  its  government.  Not  all  the  speakers  would 
have  agreed  on  the  extent  of  progress  likely  in  a  particular  case,  nor  on  the 
precise  role  of  government  in  stimulating  economic  expansion.  But  all, 
whether  they  were  academic  economists  interested  in  developmental  prob¬ 
lems  or  administrators  committed  to  the  solution  of  those  problems,  shared 
something  of  this  basic  attitude. 

Indeed,  there  were  occasions  when  the  conference  perhaps  tended  to 
neglect  the  possibility  of  spontaneous  economic  growth  independent  of  gov¬ 
ernmental  intervention.  For  example,  the  remarkable  growth  of  the  Puerto 
Rican  economy  in  the  postwar  years  should  probably  be  looked  at  in  the 
perspective  of  the  general  shift  of  United  States  industry  southward  to  areas 
of  relatively  low  labour  cost.  The  West  Indian  reader  should  perhaps  be 
reminded  that  Professor  and  Mrs.  Hicks  have  attributed  a  great  part  of  the 
considerable  postwar  expansion  of  the  Jamaican  economy  to  the  recovery 
from  the  low  level  of  activity  enforced  by  the  last  war  (1). 

Another  common  assumption  was  that  one  could  usefully  speak  of  economic 
development  not  merely  in  the  sense  of  general  economic  expansion  but  with 
the  additional  meaning  of  an  expansion  which  is  also  a  change  in  structure. 
Here  again,  it  would  perhaps  not  be  possible  to  find  a  more  precise  definition 
on  which  aU  members  would  agree.  IVofessor  Lewis,  for  example,  has  empha¬ 
sized  the  change  from  a  low  to  a  high  level  of  saving  as  the  characteristic 
feature  of  the  development  process.  Others,  particularly  the  demographers, 
would  probably  see  the  process  as  primarily  one  of  transition  from  a  state 
in  which  birth  and  death  rates  are  high  to  one  in  which  both  are  low  —  a 
point  emphasized  by  Dr.  Singer.  It  may  help  the  reader  to  be  reminded  that 
while  much  of  what  is  said  below  applies  to  any  form  of  economic  expansion, 
the  participants  often  had  in  mind  the  special  case  of  the  country  attempting 
to  transfer  itself  from  one  category  of  economic  system  to  another  —  a  special 
case  which  of  course  covers  a  substantial  proportion  of  the  world’s  popu¬ 
lation.* 

Another  point  of  agreement  —  one  indeed  which  could  hardly  be  in  dis¬ 
pute  —  is  that  investment  is  a  key  variable  in  whatever  system  of  equations 
the  economist  applies,  explicitly  or  implicitly,  to  the  problems  before  the 
conference.  As  the  factor  linking  the  static  and  the  dynamic  analysis,  and  as 
the  manifestation  of  change  in  the  economy,  investment  must  enjoy  a  privi¬ 
leged  position  in  “development”  economics,  and  as  the  point  at  which  the 

!  *11  is  arguable  that  the  phrase  'economic  development’  might  well  be  reserved  for  the  more 

j  specialized  use,  since,  in  comparison  with  more  neutral  words  like  growth  and  expansion,  it 
would  seem  to  carry  precisely  the  connotation  of  qualitative  as  well  as  quantitative  change 
■  which  the  case  requires;  but  it  has  of  course  become  widely  current  in  the  broader  sense  —  for 
example,  in  the  post-war  discussions  of  the  future  of  the  American  economy. 
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economic  system  is  most  susceptible  of  manipulation  it  must  also  have  a 
peculiar  importance  for  tlie  administrator.  Hence  the  high  proportion  of  the 
time  of  the  conference  which  was  devoted  to  discussing  its  various  aspects. 

Nevertheless  it  must  not  be  forgotten  that  the  ultimate  reason  for  develop¬ 
ment,  and  so  the  real  raison  d'etre  of  the  conference,  lies  with  consumption 
rather  than  with  investment.  The  aim  is  to  raise  levels  of  living  in  the  under¬ 
developed  countries,  as  was  indeed  affirmed  by  Dr.  Senior  in  the  opening 
paper  of  the  conference.  The  importance  of  investment  lies  in  its  role  as 
a  means  to  this  end. 

While  the  membership  of  the  conference  was  weighted  on  the  side  of  the 
economists,  it  was  recognized  from  the  beginning  that  population  problems  i 
were  necessarily  part  of  its  scope.  This,  of  course,  was  only  to  accept  a  view 
which  lay  at  the  basis  of  classical  political  economy.  Since  the  classical 
writers,  as  Leibenstein  has  noted  (2)  demography  and  economics  have  made 
enormous  strides  in  technical  sophistication,  but  in  doing  so  have  tended  to 
grow  away  from  each  other.  It  was  no  part  of  the  aim  of  the  conference  to 
bridge  this  gap  at  the  theoretical  level,  but  the  reader  will  find  in  the  papers 
and  discussions  below  a  lively  interchange  of  views  on  concrete  topics,  though 
it  remained  true  that  the  two  sides  borrowed  only  the  simplest  of  each 
other’s  tools  —  the  capital-income  ratio,  for  example,  or  the  crude  rate  of 
population  increase. 

In  broad  principles  —  such  as  the  emphasis  on  the  role  of  investment,  al¬ 
ready  noted  and  on  the  joint  consideration  of  economic  and  demographic 
problems  —  and  in  many  details  (such  as  the  emphasis  on  profits  as  the 
principal  source  of  investment  funds)  the  conference  showed  a  direct  obli¬ 
gation  to  the  classical  economists.  While  Professor  Lewis’  paper  was  the 
only  one  to  invoke  the  spirit  of  Ricardo  by  name,  it  is  broadly  true  that  the 
theoretical  concepts  in  die  background  of  most  arguments  were  Ricardian 
in  outline,  and  neo-classical  in  detail.  The  conference  no  doubt  owed  some¬ 
thing  to  the  Keynesian  approach,  particularly  to  the  general  re-valuation  of 
the  possibilities  of  government  action  which  took  place  in  the  late  thirties, 
but  there  was  little  trace  of  the  “General  Theory”  in  the  discussions,  nor, 
rather  surprisingly,  of  the  “dynamic”  economics  of  Harrod  and  Domar. 

'The  discussion  of  specific  issues  threw  up  a  wide  range  of  facts  and 
opinions  on  the  West  Indies  which  it  may  be  useful  to  analyse  in  order  to 
see  how  they  support  or  contradict  any  particular  theoretical  attitude  on 
development.  A  convenient  point  of  departure  is  the  discussion  of  invest¬ 
ment  and  the  problems  of  promoting  it  which  occupied  so  much  of  the  time 
of  the  conference. 

'There  was  considerable  agreement  on  the  measures  for  increasing  invest¬ 
ment  which  are  feasible  and  desirable  in  the  West  Indies.  'They  may  be  , 
thought  of  in  terms  of  a  neo-classical  model  in  which  the  supply  of  savings 
is  equated  with  the  demand  through  the  general  level  of  interest  and  divi¬ 
dends.  'The  supply  of  savings  came  from  three  sources  —  the  undistributed 
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profits  of  companies,  the  public  revenue  and  the  private  saver.  To  raise  the 
supply  schedule,  one  must  permit  a  high  level  of  profits  or  a  high  rate  of 
taxation,  and  one  should  try  to  familiarize  the  public  with  various  institu¬ 
tional  forms  of  saving  common  in  industrial  countries  and  particularly  suited 
to  make  private  funds  available  for  productive  investment.  These  policies 
would  be  in  some  sense  alternatives,  and  according  to  circumstances  more 
weight  might  be  given  to  one  or  the  other;  but  their  general  effect  was  the 
same. 

Correspondingly,  there  were  certain  means  of  raising  the  demand  schedule 
for  investment  funds.  Promotional  work  such  as  that  carried  out  by  Puerto 
Bico  in  the  United  States  would  help  to  remove  the  immobility  of  overseas 
entrepreneurs  which  was  caused  by  ignorance  and  an  over  estimate  of  the 
risks  of  local  investment.  The  rate  of  return  on  capital  must  be  kept  high, 
above  all  for  the  mobile  concern,  by  moderating  rises  in  labour  costs,  by 
tax  concessions  to  new  enterprises  and  by  other  protective  measures.  To  sum¬ 
marize  the  measures  suggested  is  in  some  degree  to  distort  them,  and  the 
reader  will  find  them  more  fully  presented  below. 

The  problems  of  this  aspect  of  development  take  rather  different  forms 
according  as  we  do  or  do  not  assume  a  heavy  importation  of  capital  from 
overseas.  Professor  Lewis  urged  at  one  point  that  the  West  Indies  could  well 
provide  their  own  capital  for  development;  that  on  this  point  at  least  we 
might  think  in  terms  of  a  closed  economy,  though  much  of  the  region’s  pro¬ 
duction  must  be  for  external  trade.  Certainly  it  is  not  physically  impossible 
for  the  West  Indies  to  set  aside  savings  which,  if  efficiently  applied  to  th** 
increase  of  productive  capacity,  would  be  adequate  to  offset  the  rate  cT  in¬ 
crease  of  population  and  even  produce  some  rise  in  per  capita  incomes. 

Against  this  may  be  set  the  observation  of  Dr.  Singer  that  in  an  under¬ 
developed  country  a  very  considerable  curtailment  of  consumption  may  be 
needed  to  produce  a  moderate  increase  in  savings  applied  to  investment.  More¬ 
over,  the  evidence  cited  showed  that  over  the  last  decade  —  and  perhaps 
for  much  longer  —  such  development  as  had  taken  place,  in  Jamaica  at  least, 
had  not  depended  on  local  savings.  These  tended  to  find  their  way  into  uses 
which  were  largely  irrelevant  to  local  development  —  into  insmance  with 
foreign  companies,  for  example,  and  into  real  estate.  Even  government  bal¬ 
ances  had  been  invested  in  overseas  securities.  The  major  items  of  recent 
industrial  investment  had  been  financed  from  abroad,  either  by  companies 
interested  in  exports,  such  as  sugar  or  bauxite,  or  by  subsidiaries  of  foreign 
firms  catering  to  the  Jamaican  market.  There  was  some  feeling  that  invest¬ 
ment  of  the  latter  type  was  the  most  promising  way  of  enlisting  private  en¬ 
terprise  in  the  island’s  development  plans. 

If  the  implications  of  this  latter  evidence  are  accepted  as  general  for  the 
West  Indies,  it  opens  up  an  interesting  field  of  speculation.  It  becomes  pos¬ 
sible  to  construct  a  theory  of  development  which  is  very  far  removed  from 
the  classical  or  neo-classical  model,  and  which  may  have  considerable  appro- 
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priacy  for  the  West  Indies,  on  the  assumption  that  investment  and  saving 
vary  independently  in  the  short  run.  For  a  small  country  it  is  not  unreason¬ 
able  to  look  to  overseas  investors  as  the  main  source  of  capital,  provided  that 
the  rate  of  return  which  can  be  obtained  locally  is  comparable  with  that  in 
similar  enterprises  overseas. 

In  this  case  it  becomes  imperative  in  the  short  run  to  raise  the  rate  of 
return  on  capital  in  local  enterprises.  The  measiures  for  doing  this  which 
were  mentioned  above  would  still  be  appropriate,  but  the  role  of  savings  in 
the  local  economy  is  now  very  different.  An  increase  in  savings  is  now  no 
longer  a  positive  contribution  to  the  supply  of  capital  for  local  development. 
It  is  rather  a  limitation  on  local  consumption  —  and  it  appears  that  for  many 
investors  in  Jamaica  it  has  been  the  volume  and  distribution  of  local  con¬ 
sumption  which  has  determined  the  profitability  of  the  enterprise.  It  is  a 
truism  in  the  carrying  out  of  a  policy  of  industrial  promotion  that  no  induce¬ 
ment  in  the  way  of  tax  remissions  or  wage  subsidies  will  work  on  an  entre¬ 
preneur  unless  he  is  assured  of  a  market.  For  an  economy  in  which  indus¬ 
trialization  depends  to  a  substantial  extent  on  the  home  market,  we  seem 
to  be  back  to  a  dynamic  model  in  which  there  is  justification  for  a  policy  of 
maintaining  effective  demand,  in  spite  of  the  fact  that  the  conference  did 
not  draw  on  Keynesian  economics,  as  we  have  already  noted. 

The  reader  will  observe  that  some  stress  was  laid  on  the  pecuUar  role  of 
savings  in  the  West  Indies.  In  particular,  the  Jamaican  middle-class  saver 
tends  to  put  his  money  into  mban  or  agricultural  land.  What  is  the  reason 
for  the  tendency,  characteristic  in  varying  degrees  of  many  underdeveloped 
countries? 

So  far  as  this  use  of  savings  represents  a  productive  enterprise  —  farming 
or  housing  construction  —  it  presents  no  difficulty,  practically  or  theoretic¬ 
ally.  But  it  is  agreed  that  there  have  been  many  cases  in  Jamaica  where  land 
has  been  bought  only  to  lie  fallow,  or  to  be  sufficiently  cultivated  to  pay 
taxes  but  no  more.  In  such  cases,  we  may  allow  something  for  the  social 
and  historical  factors  which  confer  a  high  status  on  the  land  owner.  But  may 
there  not  be  a  more  strictly  economic  factor  underlying  the  phenomenon?  In 
Jamaica  we  have  seen  bodied  forth  in  the  last  fifty  years  the  process  by  which 
a  rapidly  increasing  peasant  population  extends  the  range  of  cultivation  onto 
poorer  and  poorer  soils,  with  a  rapid  rise  in  agricultural  rents.  The  consequent 
rise  in  the  capital  value  of  land  has  been  accentuated  by  the  generally  up¬ 
ward  trend  of  prices  in  the  last  two  decades.  In  these  circumstances  it  is  not 
surprising  that  the  saver  has  found  in  the  purchase  of  land  for  resale  a  safe, 
convenient  and  profitable  avenue  of  “investment”,  and  one  which  has  yielded 
returns  at  least  comparable  with  those  he  might  obtain  from  institutionalized 
means  of  saving.  It  would  be  interesting  to  know  whether  this  argument  finds 
support  from  experience  outside  the  West  Indies. 

The  model  of  West  Indian  development  set  out  above  is  less  original  than 

it  appears,  and  was  present  as  a  short-run  model  in  the  minds  of  many  of 
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the  conference  members.  This  can  be  appreciated  if  we  consider  one  of  its 
implications.  If  the  savings-investment  relation  loses  its  place  as  the  regulator 
of  the  rate  of  growth  of  the  economy,  what  is  the  limiting  factor  on  expan¬ 
sion  in  a  country  like  Jamaica?  In  practice  there  may  be  any  number  of  par¬ 
ticular  circumstances  —  a  shortage  of  workers  or  managers  with  special  quali¬ 
fications,  pohtical  difficulties,  social  frictions.  But  at  a  more  general  level  the 
balance  of  payments  is  likely  to  provide  us  with  the  limiting  factor. 

It  will  be  seen  below  that  the  problems  of  a  deficit  on  overseas  accoimt, 
and  the  possible  measures  available  to  meet  such  a  deficit,  attracted  a  good 
deal  of  attention  at  the  conference.  It  was  discussed  in  general  terms  by  Sir 
Donald  MacDougall,  for  example,  and  Mr.  Krishnaswamy  spoke  of  the  bal- 
ance-of-payments  difficulties  experienced  by  India  in  implementing  her  de¬ 
velopment  plans.  This  was  of  course  one  topic  on  which  the  Puerto  Rican 
delegation  were  unable  to  supply  a  precedent  out  of  the  store  of  their  experi¬ 
ence,  on  which  we  drew  so  largely  in  other  matters;  for  Puerto  Rico,  being 
an  integral  part  of  the  United  States,  is  not  troubled  by  this  particular  prob¬ 
lem.  One  point  which  should  perhaps  be  stressed  is  that  it  appears  that  the 
way  in  which  the  overseas  account  of  a  colonial  economy  in  the  situation  of 
the  West  Indies  actually  operates  is  not  yet  fully  understood,  and  it  may  be 
one  of  the  most  valuable  features  of  the  conference  that  it  pointed  the  way 
to  further  investigation  of  this  and  other  crucial  problems. 

The  general  way  in  which  balance  of  payments  difficulties  may  arise  from 
development  is  well  known.  The  effect  of  new  investment  is  to  generate  new 
incomes  which  are  expended  partly  on  imported  goods,  and  these  new  im¬ 
ports  are  unlikely  to  be  fully  offset,  at  least  for  a  time,  by  the  foreign  ex¬ 
change  effects  of  the  increase  in  production  arising  from  the  investment  — 
whether  this  increase  is  in  the  export  industries  or  in  industries  manufacturing 
import  substitutes  for  the  local  market.  In  a  particular  case  the  effect  of  new 
investment  on  the  balance  of  payments  will  depend  on  a  number  of  para¬ 
meters  —  on  the  size  of  the  multiplier,  as  determined  by  the  distribution  of 
an  increment  in  incomes  between  savings,  imports  and  expenditure  on  locally 
produced  goods;  on  the  import  content  of  the  goods  produced  by  the  new 
investment  and  of  investment  and  further  production  induced  by  the  expan¬ 
sion  of  incomes;  on  the  elasticity  of  demand  for  goods  of  various  lands  in 
respect  of  income,  and  no  doubt  on  many  others.  A  knowledge  of  these  para¬ 
meters  would  in  theory  allow  us  to  state  what  rate  of  expansion  could  be 
achieved  without  incurring  a  deficit  on  overseas  account,  and  the  attempt 
to  estimate  them,  or  to  find  a  simpler  basis  for  prediction,  should  be  a  fruit¬ 
ful  field  for  research  work. 

Though  it  has  been  suggested  that  an  e.xpansion  of  aggregate  consumption 
may  be  a  more  appropriate  objective  of  policy  in  the  early  stages  of  develop¬ 
ment  than  an  increase  in  the  rate  of  savings,  at  least  in  the  peculiar  circum¬ 
stances  of  the  West  Indies,  yet  an  increase  in  real  incomes  per  head  will 
certainly  lead  to  a  rise  in  this  rate.  Of  the  three  main  components  of  local 
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savings,  undistributed  profits  will  probably  rise  with  increasing  incomes,  tax 
revenue  will  increase,  and  household  savings  likewise,  and  all,  probably,  with 
an  elasticity  of  more  than  unity  in  respect  of  average  incomes.  A  successful 
development  programme  may  therefore  bring  us  to  the  position  where  domes¬ 
tic  savings  are  adequate  to  maintain  a  rate  of  expansion  equal  to  the  rate 
of  increase  of  population  and  some  degree  of  improvement  of  per  capita  in¬ 
comes. 

May  we  perhaps  assume  that  the  long-run  objective  of  development  is  to 
reach  some  such  position  as  this,  with  the  additional  stipulation  tliat  the 
balance  of  payments  is  to  be  in  equilibrium?  While  the  conference  did  not 
discuss  this  question  directly,  this  would  seem  to  be  the  position  of  some 
at  least  of  its  members.  There  are  a  number  of  reasons  why  this  should  be 
SO.  One  is  economic:  the  assumption  of  continuing  capital  imports  sufficient 
to  maintain  a  high  growth  rate  seems  rather  unlikely.  Another  is  political; 
the  desire  for  national  independence,  the  driving  force  behind  many  develop¬ 
ment  programmes,  and  their  poUtical  support,  seems  inconsistent  with  chronic 
overseas  borrowing  and  an  increasing  foreign  stake  in  the  coimtry.  If,  then, 
we  are  to  assume  an  eventual  equilibrium  in  which  savings  have  been  raised 
by  the  increase  in  per  capita  incomes  to  a  level  at  which  the  rate  of  growth 
of  the  economy  is  equal  to  or  greater  than  the  rate  of  population  increase,  it 
seems  to  be  true  that  the  transition  to  this  equilibrium  must  involve  a  rate 
of  economic  growth  considerably  greater  than  the  ultimate  equihbrium  rate.* 
This  transitional  rate  may  well  be  greater  than  that  permitted  by  the  balance 
of  payments  situation  and  may  need  to  be  maintained  over  a  period  of  gen¬ 
erations.  Hence  it  is  entirely  possible  that  the  restraint  imposed  in  the  short 
run  by  the  balance  of  payments  may  prevent  the  ultimate  attainment  of  long 
run  equilibrium  growth. 

Whatever  the  validity  of  these  speculations,  they  are,  perhaps,  sufficient 
to  show  that  the  conference  in  bringing  together  persons  familiar  with  gen¬ 
eral  development  problems  on  the  one  hand,  and  persons  preoccupied  with 
particular  West  Indian  issues  on  the  other,  attempted  something  which  is  of 
value  to  both  sides,  and  provided  a  stimulus  to  either  party  for  which  a  pub- 
hshed  literature  on  economic  development,  no  matter  how  voluminous  or 
admirable,  is  no  substitute. 

G.  E.  Cumper. 

•This  proposition  depends  on  the  assumption  stated  —  that  savings  are  a  function  of  per 
capita  incomes.  If  the  rate  of  savings,  or  the  proportion  of  savings  effectively  invested  in  local 
industry,  can  be  raised  without  raising  per  capita  incomes,  this  conclusion  needs  to  be  modified 
pro  tanto. 
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Maximization  of  Per  Capita  Income  as  Coal 

Population  factors  influencing  economic  development  are  here  considered 
on  the  assumption  that  the  major  interest  of  the  members  of  this  conference 
is  in  the  rapid  maximization  of  the  per  capita  income  of  the  people  of  the 
British  Caribbean  area.  This  seems  to  me  to  be  a  proper  concern  of  demo¬ 
cratic  govemmeuts  today. 

There  are  other  attitudes  toward  population  size  and  rate  of  growth.  Mus¬ 
solini,  Hitler  and  Stalin  in  modern  times  all  pursued  pro-natalist  policies  de¬ 
signed  to  strengthen  national  power  systems  based  on  military  might.  Official 
Mexican  demographic  policy  not  long  ago  demanded  an  increase  in  the  popu¬ 
lation  “by  every  means  possible”  and  denounced  as  “imbeciles  or  cowards” 
those  who  “seek  to  raise  levels  of  living  in  underpopulated  countries  with¬ 
out  creating  a  vigorous  increase  in  population”  (14).  Pro-natalist  policies  fol¬ 
lowed  by  the  slave-owners  of  Jamaica  in  the  past  are  mentioned  by 
Roberts  (20)  and  of  the  feudal  lords  of  Europe  by  Spengler  (24). 

Boosters  for  bigger  populations  have  included  in  modem  times  land  specu¬ 
lators,  railroad  builders,  industriaUsts  seeking  easily  exploitable  labour,  and 
'  others  whose  intrinsic  interest  was  not  in  human  welfare  but  in  either  directly 
lining  their  pockets  or  in  the  glory  and  greatness  of  some  human  institution 
or  some  ethnic  group.  This  paper  is  obviously  not  addressed  to  them. 

There  are  other  grounds  on  which  objections  might  be  raised  to  concen¬ 
trating  on  raising  per  capita  income.  Such  single-mindedness  might  seem  to 
neglect  the  non-material  elements  which  must  play  a  prominent  role  in  any 
well-rounded  “pursuit  of  happiness”.  A  rich  family  life,  leisure,  poetry,  drama, 
art,  music,  dancing,  and  the  enjoyment  of  the  beauties  of  forests,  mountains 
and  beaches  will,  it  would  appear  obvious,  more  likely  be  feasible  today  with 
increased  personal  and  family  incomes.  It  is,  of  course,  true  that  “man  does 
:  not  live  by  bread  alone”,  but  most  of  the  people  of  the  Caribbean  do  not 
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seem  to  be  in  any  danger  of  gorging  themselves  and  thus  forgetting  the  finer 
tilings  of  life. 

Technically,  Penrose,  Spengler,  and  others  have  criticized  per  capita  in¬ 
come  measures  as  deficient  in  a  number  of  respects.  Penrose  insists  on  add¬ 
ing  education  of  the  consumer  so  that  additional  per  capita  income  will  not 
be  mis-spent;  he  proposes  a  per  capita  welfare  concept,  defined  as  follows: 
The  per  capita  welfare  optiinuin  population  for  any  area  is  that  population  in  which 
per  capita  income  stands  at  a  maximum  when  it  is  spent  in  the  consumption  of  die 
composite  commodity  that,  in  the  lifd^t  of  existing;  scientific  knowledge,  makes  a 
greater  contribution  to  welfare  than,  in  the  existing  state  of  the  arts,  can  be  made 
by  an  alternative  composite  commodity  (IT)- 

This  approach,  while  undoubtedly  fertile  in  suggestions  for  further  analysis, 
would  take  us  too  far  afield  from  our  present,  and  more  restricted,  path. 

Spengler’s  criticism  is  more  technical  and  involves  an  examination  of  the 
adequacy  of  present  methods  of  national  income  accounting  (24).  Admitting 
that  other  criteria,  such  as  movement  of  physical  assets  per  head,  might  well 
be  more  revealing,  it  seems  necessary  to  hold  to  per  capita  income  for  the 
practical  reason  of  availability  of  more  or  less  accurate  comparative  statistics, 
over  time  and  space. 

Oiu:  aim,  then,  is  assumed  to  be  economic  development  for  greater  per 
capita  income,  in  as  short  a  time  as  possible  given  the  economic,  political, 
social  and  demographic  factors  of  the  Caribbean  area  and  the  world. 

U 

Demographic  Factors  Hindering  Economic  Development 

"People  are  our  greatest  resource”,  it  is  sometimes  said  by  publicists  in 
overpopulated  countries.  But  people  are  only  potential  resources,  just  as  un¬ 
mined  minerals  are  only  potential  in  their  contribution  to  the  economy.  Water 
is  also  a  resource,  but  a  farmer  who  could  profitably  use  a  foot  of  water  irri¬ 
gating  his  field  while  his  cotton  is  sprouting  is  harmed  when  three  feet  of 
water  cover  his  crop  at  harvest  time.  The  timing  and  the  placing  of  popu¬ 
lation  flow  are  both  important  factors  in  relation  to  economic  development, 
even  if  the  analogy  may  not  cover  the  relationship  entirely. 

A.  Growth  of  Population 

Around  45,000,000  new  human  beings  are  added  to  the  world’s  population 
of  two  and  a  half  billion  every  year;  this  is  at  least  125,000  every  twenty-four 
hours.  The  vast  majority  are  Ixim  in  the  so-called  "undeveloped”  areas,  where 
two-thirds  of  the  earth’s  inhabitants  are  "ill-fed,  ill-clothed,  and  ill-housed”. 
The  rate  of  population  increase  is  itself  rising.  It  took  at  least  a  million  yean 
for  the  peoples  of  the  earth  to  reach  a  total  of  500,000,000  by  around  1600. 
The  population  then  doubled  in  two  centuries  and  doubled  itself  again  in 
120  years.  Now  it  is  growing  at  a  rate  which  will  double  it  again  in  about 
sixty  years! 

Most  of  the  present  2,600,000,000  inhabitants  of  the  world  go  to  bed  hungry 
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every  night,  but,  in  general,  levels  of  living  have  been  rising.  There  are  excep¬ 
tions,  mostly  in  Asia  and  the  Middle  East.  It  is  there  where  huge  masses  are 
involved.  The  population  of  India,  for  example,  is  rising  by  somewhat  over 
5,000,000  persons  annually,  and  the  number  is  expected  to  increase  to 
8,000,000  annually  in  the  near  future  (3). 

The  British  Caribbean,  of  course,  includes  no  such  vast  numbers.  Popu¬ 
lation  grows  at  a  high  rate,  however,  and,  as  with  the  rest  of  the  world, 
the  rate  is  rising.  Roberts  and  Rampersaud,  in  one  of  three  estimates,  foresee 
the  population  increasing  from  3.5  million  in  1955,  to  4  million  in  I960,  and 
to  5.3  million  by  1970.  “Thus  within  15  years”,  they  point  out,  an  “increase 
of  1.7  million  is  envisaged,  a  figure  greatly  exceeding  the  present  population 
of  the  largest  unit  (Jamaica)”. 

B.  Growth  of  Economy 

It  may  be  that  the  British  Caribbean  can  absorb  this  increase,  or  redis¬ 
tribute  it  within  the  region,  or  export  part  of  it  to  other  economies  and  raise 
low  levels  of  living  at  the  same  time.  Overpopulation  has  been  defined,  in 
laymen’s  language,  as  “too  many  people  in  relation  to  a  whole  set  of  facts”! 

The  “whole  set  of  facts”  is  the  subject  of  the  remaining  sessions  of  this 
conference.  However,  one  of  the  shorthand  comparisons  which  throws  light 
on  the  relation  between  population  growth  and  the  growth  of  the  economy 
is  the  ratio  of  investment  to  population  increase.  A  United  Nations  study 
reports  that  estimates  of  the  proportion  of  the  national  income  which  must 
be  saved  in  order  to  provide  a  constant  capital  endowment  with  a  1  per  cent 
increase  of  population  are  of  the  order  of  4  or  5  per  cent  of  the  national 
income;  for  a  2  per  cent  population  increase,  8  to  10  per  cent;  and  for  a 
population  increase  of  3  per  cent,  a  rate  approximated  in  Ceylon,  Mexico,  El 
Salvador  and  Puerto  Rico  in  recent  years,  the  required  investment  would  be 
as  high  as  12  to  15  per  cent  of  the  national  income  (31). 

These  are  generalizations  covering  various  types  of  economies.  Most  of 
the  underdeveloped  areas  of  the  world  are  heavily  dependent  upon  agri¬ 
culture  for  employment  and  economic  advance  usually  requires  a  substantial 
shift  from  agricultme  to  industries  and  services.  Spengler  has  worked  out  a 
model  for  the  economic  development  of  an  underdeveloped  community  of 
this  kind  over  a  25-year  period.  Reducing  the  number  of  farm  workers,  and 
providing  new  workers  and  those  transferring  out  of  agriculture  with  capital 
equipment,  and  gradually  improving  the  equipment  of  all  other  workers,  his 
plan  would  require  13.8  per  cent  of  the  annual  national  income  for  25  years 
if  the  population  increased  at  1  per  cent  annually,  and  about  19.5  per  cent 
if  it  increased  at  2  per  cent.  The  per  capita  income  would  be  raised  about 
3.2  per  cent  annually,  or  from  $100  a  year  to  $220  by  the  end  of  the  quarter 
century.  He  points  out  that  investment  from  the  income  of  the  economy 
itself  seems  quite  unlikely  at  the  lower  rate  and  “impossible  of  attainment 
short  of  very  considerable  foreign  assistance  at  the  higher  rate”  (25). 
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The  prospects  of  foreign  investment  are  themselves  closely  tied  up  with 
the  productivity,  or  at  least  the  potential  productivity  of  the  economy,  of 
course,  but  this  is  a  question  for  discussion  later  in  the  conference. 

C.  Industrialization  and  Population 

The  word  “industriahzation”  has  become  a  shibboleth  for  many  imder- 
developed  countries.  It  is  urgently  needed  in  most  of  them,  but  it  provides 
no  “open  sesame”  to  an  era  of  higher  per  capita  income.  It  is  an  aspiration 
toward  which  most  peoples  are  going  to  have  to  struggle  for  a  long  time, 
particularly  if  it  is  envisaged  as  the  answer  to  over-population.  The  case  of 
Puerto  Rico  is  instructive  in  this  regard. 

Puerto  Rico’s  “Operation  Bootstrap”  is  more  realistically  described  by  a 
literal  translation  of  its  title  in  Spanish,  “Jalda  Arriba”  —  “the  long,  uphill 
pull”.  It  will,  I  hope,  be  dealt  with  in  detail  here  by  its  chief  dynamo,  Teo- 
doro  Moscoso.  Its  results  in  increasing  the  national  income  and  improving 
levels  of  living  have  served  as  tremendous  encouragement  to  over  4,000  visit¬ 
ing  administrators,  engineers,  students,  and  others  from  103  countries  in  the 
past  few  years. 

The  major  facts  of  Puerto  Rican  demography  must  be  known  in  order  to 
understand  some  of  the  hmits  to  industrialization  in  solving  population  pres¬ 
sures.  Puerto  Rico  is  one  of  the  most  densely  populated  agricultural  areas  in 
the  world,  with  663  persons  per  square  mile.  It  has  often  been  pointed  out 
that  if  the  United  States,  with  a  density  of  56  per  square  mile,  had  Puerto 
Rico’s  population  density  it  would  contain  the  equivalent  of  the  entire  popu¬ 
lation  of  the  world.  (It  could  also  be  pointed  out  that  if  the  United  States 
had  Barbados’  density,  it  would  contain  over  twice  the  present  population  of 
the  worldl) 

Puerto  Rico  also  has  one  of  the  fastest  rates  of  population  growth  in  the 
world,  arising  from  a  steep  descent  in  the  death  rate  while  the  birth  rate 
remains  almost  as  high  as  it  was  50  years  ago.  Puerto  Rico’s  experience  is 
closely  paralleled  in  other  developing  areas:  showing  that  it  is  easier  to  apply 
intelligence  to  the  control  of  deaths  than  of  births.  For  example,  in  Puerto  Rico 
the  decrease  in  the  death  rate  from  1940  to  1956  was  60.3  per  cent  while 
the  birth  rate  fell  only  11.4  per  cent.  The  rate  of  natural  increase  in  1956 
was  almost  twice  as  high  as  it  was  at  the  end  of  the  last  century  (26.8  per 
1000  to  14.3).  (The  actual  increase  in  the  population  since  1940  has  been 
only  22  per  cent,  because  of  sizeable  outmigration,  which  will  be  mentioned 
later). 

The  industrialization  programme  was  launched  by  the  construction  by  the 
government  of  5  factories,  at  a  cost  of  approximately  $11,000,000.  Direct  em¬ 
ployment  arising  from  this  investment  totalled  992  workers.  The  average  in-  j 
vestment  per  job  furnished  was  thus  somewhat  over  the  $11,000  average  in¬ 
vestment  per  worker  in  the  United  States  (16).  I 

Private  investors  have  been  relied  on  since  the  first  "pump-priming”  ef-  I 
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forts.  Brilliant  promotional  efforts  in  the  United  States  and  in  Europe  had 
brought  450  new  plants  by  the  end  of  1956.  About  36,000  direct  jobs  had 
been  provided,  and  it  is  likely  that  about  the  same  number  of  jobs  have 
opened  up  in  secondary  and  tertiary  industries  as  a  result.  Thus,  in  10  years, 
72,000  new  jobs  had  been  created  in  urban  occupations.  The  aimual  increase 
in  the  labour  force  during  the  same  period  was  of  the  order  of  24,000.  Thus 
one-fourth  of  the  new  entrants  found  jobs  as  a  result  of  the  industrialization 
programme.  (It  is  interesting  to  note  that  Mexico,  with  a  population  increas¬ 
ing  at  about  the  same  rate  as  Puerto  Rico’s,  with  a  much  larger  internal  mar¬ 
ket,  totalling  almost  30,000,000,  also  absorbed  only  about  a  quarter  of  its 
labour  force  growth  into  industry  in  the  1940-50  decade,  which  was  marked 
by  unprecedented  industrial  expansion  (28). 

Unemployment  in  Puerto  Rico  was  reduced  from  112,000  in  the  1939-40 
fiscal  year  to  85,000  in  1955-56;  from  17.9  per  cent  of  a  labour  force  of  624,000 
to  13.2  per  cent  of  a  labour  force  of  643,000,  but  employment  rose  only  9 
per  cent,  from  512,000  to  558,000.  Underemployment  has  also  fallen  signifi¬ 
cantly,  both  in  absolute  numbers  and  in  proportion  to  the  number  employed. 
Underemployed  persons  still  averaged  164,100  in  1956,  however.  Employment 
in  agriculture  dropped  19  per  cent,  or  by  45,000  workers,  which  is  almost  the 
total  increase  in  employment  as  a  whole. 

D.  Agricultural  Improvement  and  Population 

It  is  partly  because  workers  have  shifted  from  low-productivity  occupations 
in  farming  to  more  highly  productive  occupations  in  manufacturing,  construc¬ 
tion,  transportation,  communication,  pubhc  utilities,  and  services  that  the  per 
capita  income  of  Puerto  Rico  has  increased  from  $125  in  1940  to  $442  in 
1956,  or  253  per  cent.  (Parenthetically,  it  might  be  noted  that  a  comparison 
of  the  increase  in  the  national  income  in  that  period  —  147  per  cent,  >vith 
the  increase  in  per  capita  income,  —  102  per  cent  in  1940  prices,  —  gives  us 
a  rough  measurement  of  what  must  be  written  off  to  population  increase  in 
that  period,  assuming  that  the  same  production  could  have  been  achieved  in 
1956  with  the  same  numbers  in  the  population  as  there  were  in  1940,  i.e.  a 
"discount”  of  45  per  cent  for  a  population  increase  of  22  per  cent). 

Puerto  Rico  is  really  only  on  the  verge  of  improvements  in  agriculture 
which  will  still  further  drastically  reduce  farm  employment  possibilities, 
especially  in  sugar  cane  cultivation  and  harvesting.  There  is  tremendous  re¬ 
sistance  to  improved  techniques  in  fanning,  however,  arising  out  of  the  fear 
of  loss  of  jobs  and  a  forced  trek  to  join  the  underemployed  in  the  slums  of 
the  cities. 

Puerto  Rico  was  relatively  well-off  in  respect  to  population  pressure  on 
agricultural  land  in  1950,  when  compared  with  other  countries  defined  by 
Davies  as  “peasant-agricultural”  as  contrasted  with  “urban-industrial”  coun¬ 
tries  (6).  He  constructed  an  index  of  the  ratio  of  males  economically  active 
in  agriculture,  hunting,  forestry,  and  fishing  to  the  area  of  arable  land.  The 
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world  average  is  113.  The  "above-average”  countries,  with  their  densities,  are 
shown  below; 


Egypt 

..  382 

Columbia 

..  217 

Indo-China 

..  322 

Peru 

..  174 

Indonesia 

..  302 

Puerto  Rico 

..  170 

Jamaica 

..  297 

Ecuador 

..  166 

Ceylon 

..  282 

Thailand 

..  153 

Korea 

..  279 

India-Pakistan 

..  152 

China 

..  260 

Union  of  South  Africa 

..  145 

Albania 

..  220 

Mexico 

..  138 

Davis  concluded  that  a  significant  measure  of  agricultural  overpopulation 
is  found  by  comparing  his  index  number  for  the  "urban-industrial”  countries 
(32)  with  those  listed  above  (113).  Cuba,  which  is  ranked  as  the  only  "urban- 
industrial”  unit  in  the  Caribbean  has  an  index  of  85.  The  United  States  and 
Canada  together  have  an  index  of  10.  The  dramatic  difference  between  these 
countries,  both  major  food-exporters,  and  countries  with  a  "surplus”  as  shown 
by  the  Davis  index  is  further  pointed  up  by  the  estimate  of  various  students 
that  U.S.  farms  contain  some  2  million  excess  people  at  present  (5,  1). 

The  "imderdeveloped”  areas  of  Europe  also  suffer  from  population  pressme 
on  the  land,  according  to  Moore.  He  estimates  that  45  per  cent  of  the  agri¬ 
cultural  population  of  Eastern  and  Southeastern  Europe  (excluding  the 
USSR)  and  23  per  cent  of  that  of  Southwestern  Europe  constituted  a  “sur¬ 
plus”,  the  removal  of  which  from  the  land  would  have  permitted  a  per 
capita  agricultural  product  approximating  the  European  average  (15). 

Cohen  refers  to  one  of  the  most  definitely  established  agricultural  facts  — 
the  tendency  toward  diminishing  returns  (4^.  His  generalization  certainly 
seems  borne  out  by  reports  from  all  over  the  world  of  population  pressure 
on  the  land  resulting  in  over-cropping,  soil  erosion,  deforestation,  low  levels 
of  living,  and  stagnation  in  economic  development.*’ 

E.  Population  Structure  and  Economic  Development 

Economic  development  is,  of  course,  much  broader  than  industrialization 
and  agricultural  improvement  They,  although  essential  elements,  are  only 
part  of  the  transformation  of  the  economy  and  the  society  which  aims  at 
maximization  of  per  capita  incomes.  Schultz  suggests  a  "working  rule”  based 
on  his  studies  of  underdeveloped  areas  in  Latin  America.  The  rule,  in  his 
words,  "presApposes  that  in  poor  cotmtries,  over  the  range  of  available  ob¬ 
servations,  the  rate  of  returns  on  effort  and  capital  allocated  (1)  to  develop¬ 
ing  the  quality  of  its  people  who  engage  in  economic  activity,  and  (2)  to 

aBouIding  dislikes  the  phrase  "diminishing  returns”  and  prefers  "the  law  of  eventually  dimin¬ 
ishing  marginal  physical  productivity”  or  better,  a  “law  of  eventually  diminishing  average  phy¬ 
sical  productivity”  (2). 

bPossibly  the  most  extreme  example  in  the  Western  Hemisphere  of  population  pressure  and 
Us  attendsmt  pathological  repercussions  is  found  in  Haiti  /30>.-  -  - 
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raise  the  level  of  the  productive  arts,  has  been  and  is  greater  than  it  has 
been  and  is  on  such  allocations  to  increase  the  quantity  of  reproducible  capi> 
tal  goods.  We  are,  therefore,  in  effect  saying  that  the  economic  growth  in 
poor  countries  behaves  as  if  it  were  true  that  the  marginal  rate  of  return 
on  resources  allocated  to  the  two  neglected  inputs  is  greater  than  it  is  on 
resources  allocated  to  conventional  reproducible  capital.  Accordingly,  other 
things  approximately  equal,  the  more  of  the  available  resources  that  a  poor 
country  has  committed,  or  will  commit,  to  these  two  neglected  classes  of  in¬ 
puts,  the  greater  has  been,  or  will  be,  its  economic  growth  (22)!* 

An  examination  of  the  age  distribution  of  the  underdeveloped  areas  shows 
a  population  structure  which  places  heavy  burdens  on  a  society  attempting 
to  follow  this  prescription. 

High  birth  rates  create  a  population  graphically  depicted  by  a  squat  pyra¬ 
mid  with  excessive  numbers  m  the  lower,  pre-productive,  age  groups  com¬ 
pared  with  the  number  of  adults  in  the  productive  ages.  Expenditures  for 
the  “development  of  the  quality  of  the  people”  and  to  “raise  levels  of  pro¬ 
ductive  arts”  thus  fall  more  heavily  on  the  economically-active  population 
j  proportionately  than  they  would  in  an  economy  marked  by  lower  birth  rates. 

The  United  Nations  Demographic  Yearbook,  1956,  arranges  52  countries 
by  their  age  distribution,  with  those  having  the  heaviest  concentrations  under 
15  years  of  age  at  the  top  of  the  list  and  those  with  the  lowest  such  propor¬ 
tion  at  the  bottom.  The  Dominican  Republic,  with  44.5  per  cent  of  its  people 
less  than  15  years  of  age  tops  the  list;  Monaco  is  lowest,  with  13.9  per  cent. 

The  top  15,  all  with  40  per  cent  or  more,  include  12  Latin  American  coun¬ 
tries.  All  those  with  less  than  30  per  cent  are  European  countries  or  those 
populated  by  Europeans.  England  and  Wales  show^  a  proportion  of  22.1; 
the  United  States,  26.9.  No  data  for  Puerto  Rico  or  the  British  West  Indies 
are  giVen,  but  the  former  would  rank  in  fifdi  place  in  the  world  list,  with  43 
per  cent  in  1956,  and  Roberts’  data  show  that  most  units  in  the  British  Carib¬ 
bean  would  also  rank  high.  Indications  are  that  the  proportion  may  well  in¬ 
crease,  according  to  one  of  Roberts’  projections. 

Closely  related  to  this  “bottom-heavy”  age  structure  brought  about  by  high 
fertility  is  the  excessive  cost  to  the  economy  of  maintaining  those  who  die 
before  they  reach  the  age  of  15,  at  which  age  some,  anyway,  would  start 
their  productive  life.  Ghosh  estimates  this  cost  to  India  at  22.5  per  cent  of 
the  national  income.  'The  corresponding  figure  for  England  is  estimated  at 
6.5  per  cent  (12).  Somewhat  similar  drains  on  the  economy  from  this  source 
are  undoubtedly  found  in  Caribbean  areas.  A  reduction  in  high  birth  rates 
would  help  cut  the  infant  mortality,  since  generally  the  larger  the  number 
of  births,  the  greater  the  proportion  dying  in  infancy. 

F.  Summary. 

Spengler’s  words  well  put  together  the  subjects  treated  in  this  section: 

In  sum,  population  ^wth  operates  in  four  ways  to  retard  the  betterment  of  man’s 
material  condition.  First,  it  increases  the  pressure  of  numbers  upon  a  nation’s  land 
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and  resource  equipment  as  of  any  ^ven  time.  Second,  It  tends  to  accentuate  this  f 
pressure  through  time  by  accelerating  the  rate  at  which  the  store  of  exhaustible  and 
non-replaceable  natural  resources  is  used  up  and  the  costs  of  their  use  are  increased. 
Third,  it  diminishes  the  rate  at  which  capitm  can  be  accumulated,  and  this  diminution 
is  greatly  accentuated  when,  as  is  the  case  in  most  overpopulated  countries,  much 
potential  capital  is  utilized  in  maintaining  for  a  few  years  children  who  eventually 
die  before  they  reach  a  productive  age.  FourA,  given  tne  rate  of  a  capital  formation, 

Ae  rate  at  which  Ae  equipment  of  Ae  labour  force  can  be  increased  is  reduced. 
Only  in  a  small  number  of  countries  where  Ae  population  is  of  infra-optimum  size 
will  an  increase  in  numbers  through  its  salutary  influence  upon  economic  organiz¬ 
ation,  more  than  affect  Ae  adverse  effects  enumerated  (26). 

I 

m 

Toward  Relief  of  Population  Pressihie 

Obviously,  no  simple  solution,  no  single  programme  will  suffice  in  the 
struggle  to  raise  levels  of  living  in  spite  of  population  pressure.  Economic 
and  social  institutions,  such  as  land  tenure  arrangements,  will,  in  many  places, 
have  to  be  reconstructed.  But  these  will  be  the  subject  of  later  discussion. 
One  major  thread  must  be  found  running  through  all  programmes,  however, 
it  seems  to  me.  Participation  of  the  people  themselves  in  the  discussion  and 
resolution  of  their  own  problems  is  the  sine  qua  non.  It  is  only  thus  that  the 
new  ideas,  new  attitudes  and  new  habits  which  were  worked  out  in  several 
countries  of  social  revolutions  in  Western  Europe  may  be  adapted  for  their 
own  use  by  the  people  of  the  underdeveloped  areas.  Among  the  most  crucial 
of  the  new  attitudes,  it  would  appear,  is  the  idea  of  personal  responsibility  for 
one's  actions.  This  will  not  be  learned  from  text  books;  it  will  arise  only  out  of 
the  exercise  of  responsibility  in  economic,  political,  and  social  relationships.  ^ 
But  informal  education  can  play  a  vital  role. 

A.  Education  | 

1 .  Informal.  Democratic  relationships  can  be  worked  out  through  unions,  ' 
producers  and  consumers  co-operatives,  credit  unions,  aided  self-help  hous-  , 
ing  projects,  community  education  programmes,  and  a  variety  of  informal  ^ 
educational  programmes,  especially  if  all  of  these  involve  the  participation 
of  women  on  a  basis  of  full  equality.  Co-operation  of  school  children  for  the 
purchase  of  supplies  have  been  found  helpful  in  Puerto  Rico  and  in  Mexico. 

2.  Elementary.  Literacy  programmes  obviously  are  needed  in  areas  where 
many  persons  cannot  read  or  write.  Beyond  this,  an  introduction  to  the  world 
at  large,  how  it  came  to  be,  how  it  functions,  and  the  individual’s  role  or  j 
roles  in  it,  is  necessary  in  laying  the  foundations  for  more  specific  training  to  | 
enable  a  person  to  be  more  productive,  civically  as  well  as  economically. 
Concepts  of  personal  and  environmental  cleanliness,  of  time  and  its  mean¬ 
ing,  of  money  and  its  value,  of  the  personal  and  social  importance  of  res¬ 
ponsible  action  can  at  least  be  presented.  Concomitant  social  change  will 
help  make  the  school  lessons  more  meaningful  for  both  children  and  adults. 

Experience  throughout  the  world  indicates  that  education  has  a  profound 
influence  on  reproduction.  Puerto  Rico’s  experience  here  is  highly  relevant. 
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I  A  study  reported  in  1949  that  mothers  with  no  education  averaged  6.1  chil¬ 
dren,  those  with  only  first  and  second  grade  education  averaged  5.0;  those 
with  third,  fourth  or  fifth  grade,  had  borne  4.6  children  (21).  Halt,  Stycos, 
Cofresi  and  others  have  found  similar  tendencies. 

Hatt  specifically  analyzed  the  suggestion  sometimes  made  that  only  a 
raising  of  levels  of  living  will  bring  about  a  reduction  in  high  fertility.  He 
found  that  education  was  a  far  more  important  factor  in  reducing  fertility 
than  was  income  (13). 

3.  Technical.  To  carry  out  Schultz’s  prescription  for  economic  develop¬ 
ment,  fairly  large  numbers  of  the  population  must  learn  to  manipulate  tools  of 
varying  degrees  of  complexity  and  even  complex  data,  to  apply  fertilizers, 
hormones  and  insecticides  on  farms,  to  learn  to  handle  and  repair  mobile 
and  stationary  machinery,  etc.  Puerto  Rico,  to  cite  it  again  as  an  illustration, 
i  is  now  spending  millions  of  dollars  a  year  on  vocational  education,  on  “ves¬ 
tibule”  training  before  a  worker  enters  an  industrial  plant,  on  apprentice¬ 
ship  programmes  and  on  in-service  training  as  well  as  on  professional  train¬ 
ing  in  chemistry,  physics,  medicine,  nursing,  pharmacy,  economics,  public  ad¬ 
ministration,  social  work,  etc.  It  is  still  plagued  by  shortages  in  skills  essential 
to  its  broad-gauge  transformation. 

B.  Reduction  of  Fertility 

The  Western  World  in  general  has  a  long  history  of  declining  fertility  as 
industrialization,  lurbanization,  public  education,  occupational  and  geograph¬ 
ical  mobility,  emancipation  of  women,  and  the  spread  of  democracy  raised 
not  only  levels  but  also  standards  of  living. 

Control  over  family  size  and  composition  antedates  fertility  control,  how¬ 
ever.  Infanticide  has  often  been  socially  approved  and  still  is  not  completely 
unknown  in  some  parts  of  the  world.  One  of  my  students,  a  Japanese,  re¬ 
cently  told  me  of  his  grandmother’s  discussion  of  “hanatsumami”,  which 
meant  “holding  the  nose  between  the  two  fingers”.  This  technique  was  ap¬ 
plied  within  the  first  few  hours  aftar  the  birth  of  the  child.  Other  societies 
have  used  exposure,  intentional  starvation,  etc. 

An  alternative,  universally  reported  and  still  widely  practised  today,  is 
abortion.  It  probably  is  more  widespread  than  contraception  (8).  Control  of 
conception  is  more  widely  known  and  practised  than  is  sometimes  thought. 
Ford  and  Beach  report,  after  a  detailed  analysis  of  190  different  societies, 
that  some  contraceptive  techniques,  however  crude  and  ineffective  they  may 
be,  are  found  in  all  known  societies  (10). 

A  West  African  physician  reported  at  a  world  planned  parenthood  confer¬ 
ence  that  “nowhere  are  more  tablets  and  pills  of  all  lands  for  contraceptive 
purposes  sold  than  in  West  Africa  .  .  .  (all)  more  or  less  useless”  (19). 

Some  reduction  of  fertility  can  be  achieved  without  modem  contraceptive 
i  devices.  The  French  birth  rates  began  to  fall,  for  example,  before  efficient 
physical  interference  with  fertilization  by  means  of  a  rubber  sheath  had  be- 
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come  widely  available.  There  seems  to  be  some  evidence  that  the  technique 
used  by  Onan  in  biblical  times  is  at  least  partly  responsible  for  the  decrease 
in  the  birth  rate  in  Ireland,  when  coupled  with  a  dramatic  rise  in  age  at 
marriage.  Even  the  “rhythm”  method,  although  subject  to  a  high  degree  of 
failure,  will,  if  persistently  used,  probably  bring  some  reduction  in  fer¬ 
tility.* 

Many  students  of  fertility  differentials  have  stressed  the  role  of  personal 
motivation  as  influenced  by  changing  social  and  economic  institutions.  Stycos, 
in  his  studies  in  Puerto  Rico,  formulated  the  following  outline  of  factors  in¬ 
fluencing  the  use  of  contraceptive  devices:  (1)  motivation  for  family  limi¬ 
tation;  (2)  awareness  of  means  for  achieving  family  limitations;  (3)  avail¬ 
ability  of  the  means;  (4)  acceptance  of  the  means. 

(1)  Motivation:  In  general  Puerto  Ricans  see  the  small  family  as  an  ideal. 
However,  acceptance  of  the  ideal  as  a  personal  goal  may  be  impeded  by: 

A.  The  presence  of  institutionalized  releases  from  excessive  fertility  such 
as  child  dispersal  and  desertion. 

B.  A  relative  lack  of  rewards  for  the  small  family. 

C.  Tardy  awareness  of  the  disadvantages  of  children  in  a  culture  where 
planfulness  and  active  mastery  of  the  world  is  not  greatly  emphasized. 

D.  The  failure  of  husband  and  wife  to  communicate  small  family  ideals  to 
one  another. 

E.  Conceptions  of  the  advantages  of  a  large  family.  For  example: 

1.  Children  as  an  index  of  virility. 

2.  Children  as  security  for  one’s  old  age. 

3.  Children  as  a  means  to  tie  down  the  spouse  in  a  non-legal  mar¬ 

riage. 

(2)  Knowledge:  Knowledge  of  modem  birth  control  methods  is  probably 
greater  than  in  most  underdeveloped  countries  because  of  a  birth  control 
programme  which  has  received  considerable  attention  by  mass  media.  How¬ 
ever,  knowledge  is  still  below  an  optimum  level  due  partly  to: 

A.  Modesty  tabus  tending  to  the  insulation  of  women. 

B.  Lack  of  motivation  for  knowledge  seeking  on  the  part  of  husbands. 

C.  Lack  of  communication  between  husbands  and  wives. 

(3)  Availability:  Free  materials  are  available  to  all  classes  in  the  popu¬ 
lation,  but  a  combination  of  defects  in  the  birth  control  programme  and  cer¬ 
tain  attitudes  of  the  population  make  their  acquisition  somewhat  difficult. 

(4)  Resistance:  Resistance  to  birth  control  is  based  less  on  religion  than 
on  superstition,  fears  of  promoting  infidelity,  and  interference  with  pleasure. 
However,  these  objections,  given  relatively  low  motivation,  appear  sufficient 
to  keep  many  from  effective  birth  control  use  (27). 

aThe  conclusion  of  a  careful  study  on  this  subject  is  worth  quoting  ".  .  .  the  rhythm  method 
offers  a  satisfactory  degree  of  protection  against  unwanted  pregnancy  to  rigorously  selected  and 
carefully  instructed  wives  who,  with  their  husbands,  are  intelligent  and  strongly  motivated.  For 
others  and  for  those  to  whom  pregnancy  would  be  dangerous,  the  effectiveness  of  the  method 
in  preventing  conception  it  not  considered  adequate”  (29). 
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Stycos  concluded  that  motivation  among  working  class  families  does  not 
at  present  appear  to  be  of  sufficient  intensity  to  overcome  deficiencies  in 
knowledge,  problems  of  supply,  and  prejudices  against  birth  control  methods. 
On  the  other  hand,  it  would  appear  that  small  family  ideals  are  sufficiently 
widespread  so  that  increments  in  knowledge  of  contraceptives,  improvements 
in  their  distribution,  and  the  development  of  simpler  birth  control  methods 
would  precipitate  a  rapid  decline  in  Puerto  Rican  fertility.  On  the  basis  of 
these  conclusions,  he  suggests  a  programme  involving  less  passivity  on  the 
part  of  government  personnel  in  the  160  maternal  and  child  welfare  clinics 
where  advice  and  techniques  are  available,  more  reliance  on  working  with 
males,  more  acknowledgement  of  female  modesty  tabu  in  physical  examin¬ 
ation,  more  education  for  strengthening  of  family  life  via  democratization  or 
at  least  freer  discussion,  and  more  public  awareness  of  existing  facilities.  The 
latter  is  the  task  undertaken  by  the  recently  revitalized  Puerto  Rican  Family 
Planning  Association  (Associacion  Pro  Bienestar  de  la  Familia). 

Stycos  and  others  feel  that  many  obstacles  will  be  overcome  when  an  oral 
contraceptive  becomes  available.  Tliat  this  may  come  about  in  the  near  future 
seems  highly  probable.  Synthetic  steroids,  which  are  now  being  used  in 
clinical  tests  in  the  field  in  various  areas  of  the  world,  have  already  proved 
their  efficacy  in  control  of  conception.  They  are  not  yet  entirely  free  of 
side  effects,  however,  and  in  some  women  produce  nausea  and  dizziness. 
When  these  qualities  are  eliminated,  a  fertility  control  programme  will  be 
somewhat  simplified,  although  still  quite  complicated. 

(It  is  hoped  that  some  of  the  results  of  studies  being  made  in  Jamaica  by 
Stycos  and  Blake  under  the  auspices  of  the  Conservation  Foundation  will 
be  available  to  this  conference). 

Family  planning  programmes  are  now  offidally  promoted  by  governments 
of  countries  totalling  over  one  billion  population.  India’s  Second  Five  Year 
Plan  provides  10  million  rupees  for  family  planning  education  and  the  open¬ 
ing  of  new  birth  control  clinics.  China,  in  spite  of  its  Marxist  ideology  and 
Russian  hostility  to  family  planning,  now  acknowledges  that  it  cannot  raise 
levels  of  living  and  cope  with  a  net  addition  of  12,000,000  new  mouths  to  an 
already  undernourished  population.  Japan,  with  a  net  addition  of  1,000,000 
new  workers  to  the  labotir  force  each  year,  and  with  the  spectacle  of  more 
abortions  than  live  births,  is  organizing  birth  control  clinics. 

Barbados  is  subsidizing  its  privately  operated  birth  control  facilities  by 
public  funds.  Bermuda  has  organized  a  population  commission  which  pro¬ 
vides  planned  parenthood  services.  The  work  of  the  family  planning  groups 
in  Kingston  and  vicinity  and  in  the  St.  Ann’s  Bay  area  on  the  north  coast 
will  be  well  known  to  the  participants  in  this  conference. 

Religious  factors  in  fertility  control  must  be  mentioned,  although  to  do  jus¬ 
tice  to  the  subject  would  call  for  far  more  time  dian  is  available  for  the  entire 
discussion  of  population.  First,  since  there  are  areas  in  which  the  opinion  of 
the  Catholic  church  may  be  important,  it  should  be  noted  that  recent  pro- 
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nouncements  make  it  quite  plain  that  the  church  does  not  accept  the  view 
often  ascribed  to  it  that  marriage  must  result  in  unlimited  production  of 
children.  Pope  Pius  XII,  in  his  address  to  the  Italian  Catholic  Union  of  Mid¬ 
wives,  on  October  29,  1951,  addressed  himself  directly  to  this  point  when  he 
said  that  human  beings  "are  called  upon  as  men,  not  animals,  without  reason, 
to  be  the  makers  of  their  descendants”  (18).  Monsignor  de  Lestapis,  professor  | 
of  family  sociology  at  the  Catholic  University  of  Paris,  in  a  paper  generally  ' 
considered  an  ofiBcial  statement  at  the  United  Nations  World  Population  Con-  I 
ference  in  Rome,  1954,  stated:  | 

The  man  of  tomonow  can  find  freedom  in  masterly  production  only  if  he  attains  i 
to  that  same  freedom  in  mastering  his  reproduction.  Elacn,  in  my  view,  is  inseparable  { 

from  the  other.  It  is  the  meaning  that  emerges  with  increasing  clarity  from  die  phrase 

that  dominates  the  book  of  Genesis:  “Be  fruitful,  and  multiply,  and  replenish  the  | 
earth,  and  subdue  it”  (7). 

The  statement  by  Pope  Pius  XII  also  seems  to  acknowledge  the  legitimacy 
of  the  “rhythm”  method  under  certain  conditions  and  books  describing  the 
method  have  been  published  with  the  official  church  imprimatur.  The  fore¬ 
most  Catholic  authority  on  population  questions  in  the  United  States  has 
approved  “temporary  abstinence”,  “in  the  presence  of  sufficient  reason”  (11). 

Those  who  hope  for  increasing  control  by  human  beings  of  their  own  en¬ 
vironment  and  actions,  both  personal  and  social,  can  obviously  applaud  such 
sermons  against  men  breeding  like  animals.  It  is  also  interesting  to  note 
that  there  seems  to  be  a  consensus  among  students  of  fertility  differentials 
which  might  be  summed  up  in  the  phrase  used  in  one  study  "our  findings 
do  not  indicate  that  religious  interest  is  of  great  importance  in  explaining 
variations  in  fertility  behaviour”  (9).  This  statement  could  also  be  made  on 
the  basis  of  the  studies  by  Hatt,  Stycos  and  Cofresi  in  Puerto  Rico.  There 
are  indications  in  Puerto  Rico  that  church  denunciation  of  sterilization  and 
other  contraceptive  methods  has  unwittingly  served  to  educate  women  to 
the  existence  of  alternatives  to  constant  childbearing. 

C.  Migration  and  Economic  Development. 

Discussion  of  British  Caribbean  migration  forces  us  to  divide  the  area  into 
island  and  mainland  areas.  The  latter  do  not  display  the  high  population 
densities  characteristic  of  the  former.  They  appear  to  be  areas  of  potential 
immigration,  along  with  Trinidad.  Roberts  makes  two  population  projections 
for  the  British  Caribbean:  one  assuming  emigration  to  other  countries,  the 
other  migration  to  the  mainland  British  territories. 

Emigration  to  extra-Caribbean  countries  from  Jamaica,  the  Windward  and 
Leeward  Islands  and  Barbados  of  228,000  persons  between  1955  and  1970 
(calculated  at  the  Jamaican  rate  of  out-flow  for  1954  and  with  continuation 
of  high  fertility  rates)  would  result  in  a  population  increase  for  the  British 
Caribbean  as  a  whole  of  1,400,000  persons,  as  compared  with  a  1,700,000  esti¬ 
mated  increase  on  the  assumption  of  no  migration.  Jamaica  would  gain  most 
from  migration  out  of  the  area,  with  a  population  increment  of  only  431,000 
as  compared  with  640,000  without  emigration. 
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Redistributing  the  population,  with  flows  toward  Trinidad  and  the  main¬ 
land  areas,  would  help  reduce  the  rate  at  which  population  is  added  to  the 
other  islands  but  leave  the  total  increase  around  1,700,000.  The  increase 
would  fall  more  heavily  on  the  population  of  Trinidad  and  the  mainland 
areas.  Without  knowing  the  rate  at  which  investment  might  now  be  taking 
place  in  the  mainland  areas  or  its  possible  increase  from  now  to  1970,  it  is 
difficult  to  know  how  realistic  this  projection  may  be. 

Roberts,  in  a  paper  prepared  for  the  Caribbean  Commission  Conference  on 
Population,  succinctly  presents  what  seems  to  be  a  most  realistic  viewpoint: 

There  appear  to  be  no  immediate  prospects  of  new  migration  opportunities  opening 
up  to  the  British  West  Indies  either  internally  or  externally.  Internally,  it  has  come 
to  be  recognised  that  the  strong  abstract  ar^ment  for  transfer  of  population  from 
the  islands  to  British  Guiana  is  in  practice  contradicted  by  the  difficulty  of  opening 
up  the  hinterland  ...  by  the  lack  among  potential  emigrants  of  the  qualities  needed 
for  such  a  pioneer  life  and  by  the  rapid  current  increase  of  the  Guianese  ^pulation. 
Externally,  the  West  Indian  is  objectionable  on  racial  grounds  to  many  of  the  coun¬ 
tries  which  stand  in  theoretical  need  of  settlers,  while  various  practical  or  political 
difficulties  cut  him  off  from  others. 

Each  of  these  statements  might  well  be  spelled  out  in  detail.  They  un¬ 
doubtedly  do  not  need  to  be,  for  this  conference.  (There  ore  “experts”  to 
whom  these  truths  are  not  self-evident.  One  recalls  with  consternation,  the 
recommendation  of  a  United  Nations  mission  to  Haiti  “that  serious  consid¬ 
eration  be  given  to  the  possibility  of  encouraging  emigration  as  a  means  of 
relieving  the  acute  population  pressure"!) 

It  is  hoped  that  the  “Study  of  External  Migration  Affecting  Jamaica,  1953- 
55”,  by  Roberts  and  Mills  will  be  available  to  this  conference.  It  documents 
brilliantly  the  loss  of  skilled  workers,  the  “marked  reduction  in  the  contri¬ 
bution  of  the  average  worker  to  the  island’s  labour  potential”,  the  accumula¬ 
tion  of  workers  abroad  and  the  danger  of  a  return  flow  in  the  event  of  reces¬ 
sion  in  the  metropolitan  country,  etc. 

Migration  in  the  past  played  a  major  role  in  reducing  the  population  of 
one  British  Caribbean  island,  Barbados,  although  at  a  time  when  the  rate 
of  natural  increase  was  lower.  Jamaica’s  heavy  out-migration  in  1955  accounted 
for  43  per  cent  of  its  natural  increase,  according  to  Roberts.  In  an  earlier 
period  of  fairly  high  migration,  1911-1921,  a  smaller  numerical  loss  accounted 
for  74  per  cent  of  the  natural  increase. 

It  is  instructive,  in  the  light  of  Roberts*  summary,  to  note  Puerto  Rico’s  ex¬ 
perience  with  migration  as  percentage  of  its  natural  increase,  by  years,  since 
1946  (see  table  on  following  page): 

The  influence  migration  can  exert,  if  large  enough,  on  per  capita  income 
can  be  seen  by  an  examination  of  the  relation  between  population  and  per 
capita  income  in  Puerto  Rico  if  no  migration  had  taken  place  since  the  end 
of  World  War  II.  Out-migrants,  plus  an  estimate  of  their  progeny,  account 
for  582,000  persons  in  the  1946-1956  period.  The  population  of  Puerto  Rico 
would  have  stood  at  2,858,000  on  June  30,  1956,  instead  of  2,276,000,  or  25.6 
per  cent  larger,  without  migration.  The  effect  on  per  capita  income  would 
have  been  to  reduce  it  from  $442  to  $351,  in  current  prices  or  from  $253  to 
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Net 

Out-Migration  erom 

Naturai.  Increase 

IN  Puerto  Rico 

Calendar  Year 

Natural 

Increase 

Net  Out- 
Migration 

Net  Out-Migration 
as  Percent  of 

Natural  Increase 

1946 

61,159 

39,911 

65.3 

1947 

66,085 

24,551 

37.2 

1948 

61,542 

32,775 

53.3 

1949 

62,247 

25,698 

41.3 

1950 

63,538 

34,703 

54.6 

1951 

61,636 

52,899 

85.8 

1952 

59,696 

59,103 

99.0 

1953 

59,414 

69,124 

116.3 

1954 

64,137 

21,531 

33.6 

1955 

62,978 

45,464 

72.9 

1956 

60,792 

52,315 

86.1 

Total: 

683,224 

458,074 

67.0 

$201,  in  1940  prices.  (It  is  assumed,  of  course,  that  the  total  national  income 
was  unaffected  by  the  migration). 

There  are  other  advantages  in  migration,  to  help  offset  the  disadvantages. 
One  is  remittances  sent  home  to  relatives  by  the  migrants.  These  have  been 
running  close  to  £30,000,000  annually  in  Puerto  Rico  in  the  past  few  years. 

Puerto  Rico  does  have  several  unique  advantages.  Airplane  passage  to  the 
nearest  United  States  port-of-entry,  Miami,  costs  $43;  to  the  nation’s  great-  | 
est  labour  market.  New  York  City,  the  cost  is  only  $52;  There  are  no  passport  | 
or  visa  di£Bculties,  since  the  Puerto  Rican  is  an  American  citizen.  Key  indus-  { 
tries  in  New  York  and  other  labour  markets  have  adjusted  their  operations 
to  a  Spanish-speaking  labour  force  because  of  the  high  degree  of  manual 
dexterity  possessed  by  both  men  and  women. 

The  disadvantages  pointed  out  by  Roberts  are  also  present  in  Puerto  Rico. 
The  picture  he  draws  essentially  is  that  reported  by  the  writer  and  others 
in  regard  to  Puerto  Rican  migration  to  the  United  States  (23).  § 

If  the  “breeding  spell”  given  Puerto  Rico  can  be  used  to  help  increase  edu¬ 
cational  and  other  efforts  to  a  point  where  a  real  fall  in  the  birth  rate  takes 
place,  the  disadvantages  will  probably  turn  out  to  be  far  less  than  they  seem 
during  the  process.  The  same  would,  of  course,  be  true  of  other  high  fertility 
areas. 

So  far  as  the  British  Caribbean  as  a  whole  is  concerned,  Roberts  seems  on 
safe  ground  in  concluding,  that  “migration  is  likely  to  make  a  continuing  con¬ 
tribution  to  solving  the  problem  arising  out  of  population  pressure,  but  failing 
some  quite  unexpected  new  opportimity  there  is  no  prospect  of  its  playing 
a  decisive  role”. 

One  thing  seems  quite  clear  from  this  hasty  over-all  view  of  the  relation 
between  population  and  economic  development  The  developing  areas  of  the 
world  cannot  afford  to  take  the  two  centuries  or  more  which  Europe  took 
in  bringing  fertility  under  control.  Partly  it  is  because  there  just  do  not  exist 
die  outlets  for  the  absorption  of  the  equivalent  of  die  50-60  million  persons 
Europe  “exported”  during  the  reconstruction  of  its  economy. 
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NOTE  ON  POPULATION  AND  GROWTH 


By 

G.  W.  Robebts 

Large  annual  increments  and  impressive  rates  of  population  growth  are 
features  essentially  new  to  the  populations  of  the  British  Caribbean.  Up  to 
1921  West  Indian  populations  were,  with  few  exceptions,  subject  to  very  high 
mortality,  so  that  even  where  fertility  was  high  rates  of  natural  increase  re¬ 
mained  very  low.  In  fact  much  of  the  increase  noted  in  the  nineteenth  centiuy 
resulted  from  migration,  which  dominated  population  movements  in  the  East¬ 
ern  Caribbean.  On  the  other  hand  the  years  after  1921  witnessed  steep  declines 
in  mortality,  which,  together  with  the  high  fertility  rates,  has  meant  extremely 
high  rates  of  natural  increase.  Another  feature  distinguishing  the  modem 
period  has  been  the  comparatively  minor  role  played  by  migration  as  a  deter¬ 
minant  of  population  growth,  at  least  up  to  19M. 

The  extent  to  "lYhich  the  modem  levels  of  growth  differ  from  those  obtain¬ 
ing  before  1921  can  be  gauged  from  Table  1,  which  shows  the  populations  of 
the  region  at  the  time  of  the  first  reliable  censuses  (1841-44),  at  1921  and  at 
1956,  as  well  as  the  average  annual  increases  for  the  populations  before  and 
after  1921.  Up  to  1921  the  region  as  a  whole  was  increasing  by  about  14,700 
persons  per  year,  Jamaica  accounting  for  a  large  part  of  this  (6,200).  In  Tri¬ 
nidad,  where  population  movements  were  largely  determined  by  heavy  im¬ 
migration,  the  annual  increment  was  3,800,  while  the  increase  to  the  popu¬ 
lation  of  British  Guiana,  itself  heavily  influenced  by  immigration,  was  2,500. 
The  fourth  largest  increase  was  that  of  the  Windwards,  where,  despite  sub¬ 
stantial  emigration,  the  population  grew  by  1,300  per  year.  Where  immigra¬ 
tion  was  negligible,  emigration  substantial  and  mortality  high,  population 
grew  very  slowly.  Between  1844  and  1921  the  Leewards  increased  by  only 
20  persons  per  year,  the  population  at  1921  being  very  little  different  from 
that  of  1844.  Barbados,  subject  to  much  higher  emigration  and  experiencing 
enormous  infant  mortality,  increased  on  the  average  by  450  persons  per  year. 

Of  a  much  higher  order  have  been  the  average  annual  increases  in  the 
years  following  1921.  The  population  of  the  British  Caribbean  has  been  in¬ 
creasing  by  45,300  per  year  diuing  1921-56,  a  level  three  times  that  of  1844- 
1921.  Increases  experienced  by  Jamaica  and  Trinidad  are  about  three  times 
those  obtaining  earlier,  20,600  and  11,000  respectively.  British  Guiana,  the 
Windwards  and  British  Honduras  all  show  increments  more  than  twice  those 
experienced  prior  to  1921.  In  place  of  the  negligible  increases  witnessed  in 
1841-1921,  the  Leewards  and  Barbados  show  ver^'  considerable  additions  each 
year:  1,300  and  2,100  respectively. 
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TABLE  1.  PopcLATioN  Increase.  1841>1921  and  1921-56 


Territory 

Census  Population 

1841-44  1981 

Average 

Annual 

incTease, 

1841-1921 

Post 

censal 

population 

estimate, 

1956 

Average 

Annual 

increase, 

1921-56 

Jamaica 

377,433 

858,118 

6,240 

1,579,600 

20,600 

Trinidad 

73,023 

365,913 

3,810 

752,000 

11,000 

Barbados 

122,198 

156,774 

450 

230,500 

2,100 

Windwards 

99,641 

199,313 

1,290 

321,600 

3,500 

Leewards 

83,489 

85,183 

20 

131,600 

1,300 

British  Guiana 

98,133 

288,541 

2,470 

486,900 

5,700 

British  Honduras 

10,000 

45,317 

460 

82,300 

1,100 

Total  Region 

863,917 

1,999,159 

14,740 

3,584,500 

45,300 

A  comparison  of  the  latest  available  rates  of  natural  increase  (1956)  with 
those  of  1921-25,  that  is  at  the  commencement  of  the  period  of  mortality 
declines,  emphasizes  the  present  potentials  of  growth.  In  1921-25  the  rate  of 
natural  increase  for  the  whole  British  Caribbean  was  only  10.8  per  1,000.  It 
was  highest  in  the  Windwards  (16.5)  and  exceeded  10  in  British  Honduras, 
Jamaica  and  Trinidad.  But  the  high  mortality  in  British  Guiana  and  Barbados 
resulted  in  very  low  rates  for  these  populations,  4  and  2  per  1,000  respectively. 
In  1956  however  the  region  shows  a  rate  of  natural  increase  of  27.8  per  1,000. 
Rates  in  excess  of  30  are  shown  by  two  populations;  those  of  British  Hon¬ 
duras  (35.6)  and  British  Guiana  (31.1),  while  the  lowest  rate  —  20.2  in  the 
case  of  Barbados  —  is  considerably  in  excess  of  the  highest  rate  experienced 
in  1921-25. 

Clearly  the  absolute  increments  resulting  from  natural  increase  have  risen 
considerably  since  1921.  For  the  region  as  a  whole  births  exceeded  deaths  by 
22,000  in  1921-25,  and  more  than  half  of  this  was  accounted  for  by  Jamaica 
(11,500).  In  some  territories  only  negligible  levels  of  natural  increase  pre¬ 
vailed:  300  in  Barbados,  600  in  British  Honduras  and  700  in  the  Leewards. 
By  contrast,  births  exceed  deaths  by  98,000  in  1956,  a  figure  nearly  five  times 
that  of  1921-25.  Even  though  Barbados  shows  the  lowest  rate  of  natural  in¬ 
crease,  the  excess  of  births  over  deaths  in  1956  (  4,700)  is  more  than  15  times 
that  at  the  commencement  of  the  period  of  mortality  decline.  Natural  increase 
in  British  Guiana  of  14,900  is  more  than  12  times  that  prevailing  in  1921-25 
(1,200).  Elsewhere  natural  increase  in  1956  is  between  three  and  five  times 
those  of  1921-25.  In  summary,  whereas  in  1921-25  the  total  natural  increase 
for  the  British  Caribbean  was  equal  to  about  half  of  the  population  of  St 
Vincent  at  that  time,  the  level  in  1956  exceeds  the  combined  populations  of 
St.  Vincent  and  Montserrat  in  1956. 

While  rates  of  natural  increase  give  an  indication  of  the  growth  to  be  ex¬ 
pected  in  the  future,  firmer  indications  of  future  developments  must  rest  on 
considerations  of  the  future  trends  in  the  principal  components  of  growth- 
mortality,  fertility  and  migration  —  and  on  population  projections  which  may 
be  pre(hcated  on  them.  It  is  therefore  instructive  to  consider  briefly  trends 
in  these  components  over  periods  of  time. 
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Mortality 

The  improvements  in  mortality,  evident  only  since  1921,  are  most  conveni¬ 
ently  traced  in  the  additions  to  the  average  length  of  I'^e,  or  the  expectation 
of  l^e  at  birth.  Improvements  in  four  West  Indian  populations  are  illustrated 
in  Table  2.  In  1921  Trinidad,  which  had  in  fact  been  experiencing  some  de¬ 
clines  before  1921,  was  the  most  favoiurably  placed,  with  an  average  length 
of  life  of  37.6  years  for  males  and  40.1  years  for  females.  At  a  somewhat 
lower  level  was  Jamaica,  where  the  average  length  of  life  amoimted  to  35.9 
years  for  males  and  38.2  for  females.  Barbados  and  British  Guiana  were  at 
a  level  definitely  lower  than  those  of  Jamaica  and  Trinidad. 

TABLE  2.  Average  Length  of  Life  in  Years  for  four  West  Indian 
Populations  1920-22  to  1950-51 

Popv>r.tion  1920-22  1930-32  1945-47  1950-52  Gains.  1921^1 


By  1931  nearly  7  years  were  added  to  the  length  of  life  in  both  British 
Guiana  and  Trinidad.  Between  1931  and  1946  increments  to  average  length 
of  life  for  these  two  populations  range  from  9.4  to  8.5  years.  Even  more  im¬ 
pressive  gains  were  witnessed  between  1946  and  1951.  By  the  latter  date  the 
expectation  of  life  at  birth  had  risen  to  56.3  years  (mdes)  and  58.5  years 
(females)  in  the  case  of  Trinidad,  and  to  53.2  and  56.3  years  respectively  in 
the  case  of  British  Guiana.  Over  the  30  year  period  comparable  gains  have 
been  recorded  for  Jamaica:  19.8  years  for  males  and  20.7  for  females.  The 
impressive  declines  in  infant  mortahty  in  Barbados  has  meant  that  even  more 
marked  additions  to  the  average  length  of  life  in  this  island  have  been  ex¬ 
perienced.  The  increase  for  males  is  24.9  years  and  that  for  females  26.1.  An 
important  point  about  the  gains  witnessed  throughout  the  West  Indies  is 
that  they  tend  to  reduce  the  variation  in  rates  which  characterized  the  period 
prior  to  1921,  despite  the  generally  high  mortality  then  prevailing. 

There  still  remains  room  for  improvement,  especially  in  mort^ty  among 
infants  and  children.  In  fact  death  rates  in  Barbados,  St.  Lucia  and  St.  Vin¬ 
cent  are  still  much  higher  than  the  other  territories.  But  all  discussions  of 
population  movements  must  be  made  against  a  background  of  declining  mor¬ 
tality.  It  is  possible  that  continuation  of  the  present  trends  will  result  in  a 
few  years  in  crude  death  rates  of  about  9  throughout  the  region.  Projections 
of  mortality  rates  of  Trinidad  and  Jamaica  suggest  that  by  1970  the  popu¬ 
lation  of  the  former  may  experience  a  rise  in  average  length  of  life  to  66 
years  for  males  and  68  for  females,'  while  ^e  population  of  the  latter  may 
show  comparable  values  of  64  and  68  respectively. 


Jamaica 

Trinidad 

British 

Guiauft 

Barbados 


M 

35.89 

— 

F 

38.20 

— 

M 

37.59 

44.51 

F 

40.11 

46.95 

M 

33.5 

40.3 

F 

35.8 

42.6 

M 

28.5 

— 

F 

31.9 

— 

51.25 

55.7 

19.84 

54.58 

58.89 

20.69 

52.98 

56.31 

18.72 

56.03 

58.45 

18.34 

49.32 

53.15 

19.7 

52.05 

56.28 

20.5 

49.17 

53.41 

24.9 

52.94 

58.00 

26.1 
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Fertility 

While  information  available  since  the  mid-nineteenth  century  emphasizes 
that  fertility  has  in  general  been  high  in  the  region,  a  few  territories  have 
experienced  some  movements  within  this  generally  high  level.  Because  of  the 
disturbances  in  age-sex  patterns  which  migration  imposed  on  many  popula¬ 
tions  in  the  past,  fertility  levels  are  best  measured  in  terms  of  joint  G.R.R.’s, 
series  of  which  appear  in  Table  3. 


TABLE  3.  Joint  cboss  reproduction  rates  for  British  Caribbean  Territories 


Jamaica 

Feziod 

Trinidad 

Barbadoa 

Grenada 

Windwards 

I^eewards 

British 

Guiana 

1844-61 

2.57 

— 

— 

— 

— 

— 

- 

1861-71 

2.67 

— 

— 

— 

— 

— 

— 

1871-81 

2.55 

— 

— 

— 

— 

— 

— 

1879-83 

2.45 

— 

3.08 

— 

— 

1.79 

1889-93 

2.63 

2.01 

2.39 

3.05 

— 

— 

1.65 

1899-1903 

— 

2.10 

— 

2.98 

— 

— 

1909-13 

2.63 

2.07 

2.66 

2.89 

— 

— 

1.76 

1919-23 

2.64 

2.04 

2.57 

2.76 

2.72 

2.72 

1.88 

1929-33 

— 

1.92 

— 

— 

— 

2.17 

1941-45 

2.08 

2.63 

2.18 

2.73 

2.84 

2.40 

2.64 

1950-52 

2.28 

2.56 

2.17 

2.96 

2.68 

2.41 

3.09 

The  introduction  of  East  Indians  into  British  Guiana  and  Trinidad  has  in¬ 
fluenced  the  co'urse  of  fertility  in  these  territories.  The  imbalance  between 
the  sexes  among  indenture  immigrants  and  the  fact  that  recruitment  was 
in  terms  of  individuals  rather  than  established  families  tended  to  limit  fer¬ 
tility  among  immigrants.  And  the  conditions  of  the  nineteenth  century  plan¬ 
tation  were  not  such  as  to  give  full  play  to  their  high  fertility  mores.  But  as  the 
proportion  of  native  bom  Indians  rose,  as  conditions  on  the  plantations  im¬ 
proved  and  as  settlements  in  villages  developed,  the  pattern  of  high  fertility 
which  transportation  to  a  new  environment  had  temporarily  disturbed  tended 
to  re-assert  itself.  This  is  at  the  root  of  the  increase  in  fertility  levels  in  British 
Guiana  and  Trinidad.  In  the  former  territory,  for  instance,  the  joint  G.R.R. 
for  the  Indian  population  moved  up  from  1.2  in  1891  to  1.6  in  1911,  to  1.9 
in  1921  and  to  2.6  in  1931.  On  the  other  hand  the  reproduction  rate  for  the 
non-Indian  population  of  British  Guiana  remained  virtually  unchanged,  rang¬ 
ing  from  1.9  to  2.0  between  1891  and  1931.  To  these  long-term  upward  trends 
in  Indian  fertility  have  been  added  other  factors  within  recent  years  tending 
to  force  up  fertility.  So  that  the  East  Indians  in  British  Guiana  now  exhibit 
one  of  the  highest  levels  of  fertility  in  the  world.  In  many  post-war  years 
I  birth  rates  have  exceeded  50,  while  the  G.R.R.  for  1951  was  3.6. 

It  appears  that  up  to  the  early  1920’s  fertility  remained  unchanged  in  Ja¬ 
maica,  the  joint  G.R.R.’s  from  the  years  of  the  first  census  up  to  1921  lying 
between  2.5  and  2.7.  However  all  information  indicates  that  between  1921 
and  1943  fertility  declined.  The  largest  reduction  was  in  the  urban  area,  where 
the  reproduction  rate  declined  by  one-quarter,  while  fertility  in  the  parishes 
immediately  surrounding  the  capital  tended  to  fall  more  rapidly  than  fertility 
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in  the  parishes  to  the  west  of  the  island.  But  the  pattern  of  generally  declin¬ 
ing  fertility  which  this  movement  seemed  to  herdd,  did  not  establish  itself, 
and  in  the  post-war  years  rates  rose  appreciably,  so  that  at  present  the  level 
of  fertility  in  Jamaica  is  about  the  same  as  it  was  in  1921. 

Up  to  1921  fertility  in  Barbados  was  at  a  level  equal  to  that  of  Jamaica. 
From  the  early  twentieth  century,  when  vital  registration  had  attained  reason¬ 
able  completeness,  joint  G.R.R.’s  have  been  about  2.6,  though,  as  a  result  of 
age-sex  disturbances  induced  by  emigration  crude  birth  rates  for  this  island 
were  much  lower  than  those  for  Jamaica.  There  is  some  indication  of  a  decline 
after  1921  here  also,  but  unlike  all  the  other  territories  Barbados  has  so  far 
not  shown  any  marked  upturn  in  fertility  in  the  post-war  years. 

Available  data  suggest  that  reproduction  rates  for  some  of  the  smaller  is¬ 
lands  were  in  the  nineteenth  century  higher  than  those  for  British  Guiana, 
Trinidad  and  Jamaica.  There  is  no  evidence  of  a  decline  in  fertility  rates  in  the 
Windwards  after  1921,  but  like  most  of  the  other  territories  a  marked  rise 
in  recent  years  has  appeared.  The  reproduction  rate  of  3.1  for  the  Wind¬ 
wards  in  1955  is  among  the  highest  in  the  region.  The  Leewards  have  ex¬ 
perienced  some  reduction  since  1921,  the  G.R.R.  falling  from  2.7  to  2.4  in 
1946,  but  as  a  result  of  the  recent  upturn  the  present  level  is  higher  than  that  i 
of  1921.  P  P  ! 

Throughout  the  West  Indies  therefore  rates  of  fertility  remain  very  high  ’ 
and  it  is  doubtful  whether  any  reduction  can  be  expected  in  the  near  future.  , 
Indeed  it  seems  that  the  control  of  certain  diseases  and  the  general  improve¬ 
ment  in  social  conditions  may  be  associated  with  the  recent  rises  in  birth 
rates.  Even  if  the  mounting  awareness  of  a  problem  of  growing  population 
pressure  on  resources  induces,  as  in  the  case  of  Barbados,  general  policies 
aimed  at  inducing  fertility  control,  it  is  unlikely  that  these  will  have  any  con¬ 
siderable  effects  in  the  immediate  future. 

Migration 

Three  currents  of  migration  affected  the  West  Indies  in  the  pre-1921 
period.  The  first,  the  influx  of  indentured  workers  and  their  families,  added  | 
appreciably  to  population  growth  in  many  territories.  However,  the  second, 
the  outward  movement  to  Latin  America  and  the  United  States,  which  com¬ 
menced  in  the  last  quarter  of  the  nineteenth  century  and  reached  its  peak  in 

the  decade  1911-21,  markedly  diminished  rates  of  growth  in  most  of  the  islands. 
The  third  current,  the  movement  of  people  widiin  the  region,  was  confined 
to  the  Eastern  Caribbean,  and  generally  took  the  form  of  a  movement  from 
Barbados  and  the  other  smaller  islands  to  Trinidad  and  British  Guiana;  it 
was  essentially  a  redistribution  of  people,  tending  to  augment  the  popula¬ 
tions  of  the  newer  colonies  at  the  expense  of  tiie  populations  of  the  old. 

By  contrast  very  little  migration  has  been  witnessed  after  1921,  except 
within  the  very  recent  years.  Indenture  immigration  ceased  in  1917,  while 
international  restrictions  virtually  halted  die  outflow  to  die  United  States 
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and  Latin  America  by  the  1920’s.  However,  the  movement  of  West  Indians 
to  the  United  Kingdom  which  has  been  growing  since  1953  means  that  once 
more  emigration  assumes  the  form  of  a  significant  determinant  of  population 
growth  in  the  region.  This  movement  is  an  example  of  a  type  of  migration 
which  has  attained  prominence  in  the  Caribbean  in  recent  years,  the  shift 
of  populations  from  dependent  to  metropolitan  countries.  A  similar  and  much 
larger  movement  from  Puerto  Rico  to  the  United  States  has  been  in  pro¬ 
gress  for  some  time,  while  a  small  outward  movement  from  the  French  An¬ 
tilles  to  France  has  also  been  taking  place. 

Emigration  of  West  Indians  to  Britain,  an  attempt  to  escape  unemployment 
and  to  seek  advancement  in  a  country  seemingly  offering  better  prospects 
than  their  native  land,  was  pioneered  by  Jamaicans,  but  now  involves  people 
from  many  islands.  Emigration  from  Jamaica  to  all  destinations  rose  from 
2,600  in  1953,  to  8,900  in  1954  and  to  17,600  in  1955,  the  majority  of  these 
being  persons  going  to  the  United  Kingdom  in  search  of  work.  As  can  be 
seen  from  the  estimates  of  annual  emigration  from  the  island  appearing  in 
Table  4,  the  net  outward  movement  in  1955  was  much  greater  than  the 
average  for  the  period  1911-21,  when  emigration  from  the  island  to  the  United 
States  and  Latin  America  was  at  its  peak.  Net  emigration  expressed  as  a  pro¬ 
portion  of  natural  increase  rose  from  1%  in  1953  to  431  in  1955.  And  although 
the  proportion  in  1955  is  much  lower  than  that  of  1911-21  (74X)  it  is  clear 
that  a  sizeable  curtailment  of  growth  has  been  introduced  by  emigration. 


TABLE  4.  Annual  net  emigration  and  natural  increase  for  Jamaica 


Period 

Annual  net 
emigration  (a) 

Annual  natural 
increase  (b) 

(a)  as  %  of  (b) 

1881-1891 

2,480 

8,350 

29.7 

1891-1911 

2,200 

11,780 

18.7 

1911-1921 

7,710 

10,380 

74.3 

1953 

2,670 

37,690 

6.9 

1954 

8,940 

37,330 

23.9 

1955 

17,590 

40,610 

43.3 

1956 

17,590 

43,400 

40.5 

Net  emigration  from  the  whole  British  Caribbean,  which  can  be  estimated 
only  in  terms  of  net  passenger  movements,  indicates  a  total  loss  of  26,900 
persons  from  the  region  in  1955  and  of  30,200  in  1956.  Emigration  now  con¬ 
stitutes  the  major  source  of  loss  to  many  populations  of  the  West  Indies.  In 

1955  net  emigration  exceeded  deaths  in  Barbados,  Jamaica,  St.  Kitts  and 
the  Virgin  Islands.  Deaths  during  1955  in  these  islands  amounted  to  18,900, 
whereas  they  lost  23,500  persons  as  a  result  of  migration.  In  1956  emigration 
exceeded  deaths  in  still  more  territories:  Barbados,  British  Honduras,  Ja¬ 
maica,  Montserrat,  St.  Kitts,  Virgin  Islands  and  Grenada.  The  total  deaths 

for  all  these  in  1956  amounted  to  20,200,  as  compared  with  a  total  net  emi¬ 
gration  of  26,100.  Net  emigration  curtailed  growth  appreciably  in  the  region. 
In  1955  the  total  loss  resulting  from  migration  was  26,900,  equivalent  to  272 
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of  the  total  natural  increase.  In  1956  the  estimated  net  emigration  of  30,200 
was  equivalent  to  30%  of  the  total  natural  increase  of  the  region. 

It  is  useful  to  compare  the  emigration  from  the  British  Caribbean  to  the 
United  Kingdom  with  that  from  Puerto  Rico  to  the  United  States.  The  latter, 
in  progress  long  before  the  war,  gained  momentum  only  in  the  post-war  years, 
when  the  easy  access  to  the  United  States  labour  market  and  the  cheap 
transportation  available  induced  many  to  seek  a  hving  in  the  metropolitan 
area.  In  the  years  1951-56  net  emigration  from  Puerto  Rico  averaged  51,000, 
which  is  equivalent  to  80%  of  the  natxural  increase  of  that  island.  With  an 
annual  natural  increase  of  about  100,000,  the  British  Caribbean  would  have 
to  experience  a  net  emigration  of  80,000  in  order  to  attain  a  level  of  emigra¬ 
tion  comparable  to  that  now  affecting  Puerto  Rico. 

This  emigration  from  the  British  Caribbean  introduces  a  new  element  into 
the  picture  of  population  growth.  Because  of  the  small  size  of  the  territories, 
emigration,  even  at  absolute  levels  low  by  world  standards,  suffices  to  curb 
appreciably  rates  of  increase.  Moreover,  it  constitutes  an  immediate  means 
of  controlling  expansion  of  the  labour  force,  and  as  such  tends  to  be  encour¬ 
aged  in  conditions  of  heavy  unemployment.  Barbados,  the  most  densely  set¬ 
tled  island  in  the  Caribbean,  now  sponsors  emigration  as  a  means  of  con¬ 
trolling  unemployment,  and  broadly  as  an  approach  to  the  problem  of  mount¬ 
ing  population  pressure. 

While  the  ready  access  to  the  United  Kingdom  enjoyed  by  West  Indians, 
the  relatively  cheap  means  of  transport  and  the  ready  job  opportunities  gave 
promise,  in  the  early  phase  of  the  movement,  of  keeping  emigration  at  a 
very  high  level,  there  are  factors  which,  conceivably,  may  in  the  near  future 
reduce  the  outflow.  The  growing  difficulties  of  assimilation  may  ultimately 
not  only  discourage  the  movement  but  may  even  induce  many  now  settled 
there  to  return  to  the  West  Indies,  while  it  is  always  possible  that  the  British 
Government  may  take  positive  steps  to  restrict  the  entry  of  colonials.  So  that, 
while  it  seems  reasonable  to  consider  a  continuance  of  the  movement,  it  is 
hardly  likely  to  attain  a  level  comparable  to  that  now  affecting  Puerto  Rico. 

Population  Projections 

The  implications  of  the  trends  in  the  three  components  of  growth  can  be 
most  satisfactorily  depicted  in  terms  of  population  projections.  Two  projec¬ 
tions  are  considered  here:  the  first  assumes  declining  mortality,  constant  fer¬ 
tility  and  no  migration,  while  the  second  takes  the  same  mortality  and  fer¬ 
tility  assumptions,  but  introduces  the  assumption  of  some  emigration  from  the 
region  (1).  There  are  six  geographical  units  involved:  Jamaica,  Trinidad,  the 
Mainland  Territories,  the  Windwards,  the  Leewards  and  Barbados.  The  ini¬ 
tial  year  is  1955  and  the  estimates  are  for  1960,  1965  and  1970.  The  results 
are  summarized  in  Table  5. 

On  the  basis  of  the  first  projection,  the  total  population  of  the  region, 
which  stands  at  3.5  million  in  1955,  reaches  4  million  in  1960,  4.6  million  in 
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TABLE  5.  Summaries  of  population  projections,  in  OOO’s 


Year 

Jamaica 

Trini¬ 

dad 

Wind¬ 

wards 

Barbados 

Lee¬ 

wards 

Mainland 

Terri¬ 

tories 

Total 

British 

Caribbean 

1955 

1,553.5 

742.3 

Projection  I 
316.2 

230.1 

129.0 

554.5 

3,525.6 

1960 

1,739.5 

856.9 

372.6 

257.0 

148.8 

648.3 

4,023.1 

1965 

1,950.0 

989.8 

438.6 

287.3 

171.6 

757.1 

4,594.4 

1970 

2,193.6 

1,150.4 

515.5 

322.3 

197.6 

890.0 

5,269.4 

1960 

1,684.7 

856.9 

Projection 

360.9 

11 

248.4 

144.2 

648.3 

3,943.4 

1965 

1,824.0 

989.8 

410.6 

266.9 

160.3 

757.1 

4,408.7 

1970 

1,984.3 

1,150.4 

467.5 

288.8 

179.1 

890.0 

4,960.1 

1965  and  5.5  million  in  1970,  Thus  within  15  years  an  increase  of  1.7  million 
is  envisaged,  a  figure  exceeding  the  present  population  of  the  largest  unit 
of  the  region,  Jamaica.  The  most  rapidly  growing  populations  are  those  of 
the  Windwards  and  the  Mainland  Territories.  The  former  increase  by  63J 
within  15  years,  from  316,000  in  1955  to  515,000  in  1970.  The  latter  show  an 
increase  of  comparable  magnitude,  from  554,000  in  1955  to  890,000  in  1970, 
about  W%  in  15  years.  The  lower  level  of  fertility  assumed  for  Jamaica  and 
Barbados  results  in  smaller  increases  for  these  two  territories.  Jamaica  shows 
an  increase  of  41%,  from  1.55  million  to  2.2  million,  while  Barbados  increases 
from  0.25  million  to  0.32  million  or  by  40%. 

In  all  cases  the  most  rapidly  expanding  section  of  the  population  consists 
of  cliildren  under  15.  Special  importance  attaches  to  movements  in  the  popu¬ 
lation  of  school  age  (5-14).  In  terms  of  this  projection,  the  increase  in  this 
section  is  greatest  in  the  Windwards,  the  school  age  population  moving  up 
from  78,000  to  144,000,  an  expansion  of  84%  within  15  years.  The  Leewards 
also  show  considerable  increases,  from  30,000  to  52,000,  or  by  72%,  With  a 
lower  fertility,  Jamaica  experiences  a  lower  proportional  increase  (44%);  but 
the  increase  in  terms  of  absolute  members  is  appreciable,  from  354,000  to 
509,000. 

The  growth  of  the  population  of  working  and  child-bearing  age  (15-64)  is 
most  pronounced  in  the  Mainland  Territories  and  Trinidad.  In  the  former 
the  estimated  movement  in  this  age  range  is  from  293,000  in  1955  to  462,000 
in  1970,  a  growth  of  58%.  Trinidad,  with  an  estimated  increase  from  403,000 
to  614,000  or  by  52%,  also  faces  considerable  increments  to  its  labour  force 
potential  within  the  next  15  years.  The  smallest  rise  in  this  age  range  is 
shown  by  Barbados,  where  a  growth  of  32%  is  estimated. 

For  the  population  over  65  Jamaica  shows  by  far  the  greatest  increase; 
here  the  numbers  rise  by  72%,  from  56,000  to  96,000.  In  the  case  of  Trinidad, 
Barbados  and  the  Mainland  Territories  the  increase  amounts  to  nearly  one- 
half.  On  the  other  hand  the  Windwards  and  the  Leewards  show  expansions 
of  under  one-third. 

In  the  second  projection,  the  assumptions  about  mortality  and  fertility  are 
unchanged,  but  the  assumption  of  continuous  emigration  from  the  more 
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densely  settled  islands  to  foreign  countries  is  introduced  in  order  to  see  some 
of  the  possible  consequences  of  such  a  movement.  Emigration  at  the  rates 
experienced  by  Jamaica  in  1954  is  supposed  to  affect  Jamaica,  Barbados,  the 
Windwards  and  the  Leewards  up  to  1970,  but  no  outflow  from  the  Main* 
land  Territories  and  Trinidad  is  envisaged  here. 

In  terms  of  absolute  numbers  the  emigration  assumption  implies  that  up  to 
1970  the  British  Caribbean  as  a  whole  loses  141,000  males  and  87,000 
females.  Jamaica  accounts  for  the  major  portion  of  this,  98,000  males  and 
60,000  females  being  lost  in  15  years.  From  Barbados  the  movement  involves 
14,000  males  and  9,000  females,  from  the  Windwards  21,000  males  and  12,000 
females,  while  from  the  Leewards  it  involves  8,000  males  and  5,000  females. 

By  assuming  a  loss  through  emigration  of  228,000  persons  largely  within 
the  reproductive  age  span,  the  estimated  increase  for  the  region  to  1970  is 
much  lower  than  that  obtained  from  the  first  projection.  The  total  increment 
between  1955  and  1970  is  1.4  million,  as  compared  with  1.7  million  for  the 
first  projection. 

The  assumption  of  a  loss  from  Jamaica  of  about  160,000  means  a  popu¬ 
lation  increment  to  that  island  of  431,000,  as  compared  with  one  of  640,000 
when  no  emigration  is  assumed.  In  the  case  of  the  Windwards,  the  losses  as¬ 
sumed  lead  to  an  estimated  rise  of  151,000,  which  is  appreciably  lower  than 
that  observed  when  no  emigration  is  assumed  (199,000).  The  Leewards  ex¬ 
perience  an  increment  of  50,000,  whereas  an  increase  of  69,000  is  envisaged 
in  the  first  projection.  Emigration  from  Barbados  to  the  extent  of  23,000 
persons  results  in  an  addition  of  59,000  within  15  years,  as  compared  with 
a  rise  of  92,000  when  no  migration  is  assumed. 

The  main  impact  of  the  assumed  emigration  is  on  the  population  of  work¬ 
ing  and  child-bearing  age  (15-64).  The  assumption  of  a  constant  rate  of 
emigration  results  in  increments  of  12%  lower  than  that  of  the  first  projec¬ 
tion.  For  Jamaica  the  population  aged  15-64  in  1970  is  112,000  less  than  the 
corresponing  estimate  of  the  first  projection.  The  differences  between  the 
two  estimates  in  the  case  of  the  Windwards,  Barbados  and  the  Leewards 
are  respectively  24,000,  16,000  and  9,000.  Taken  together,  the  four  popula¬ 
tions  assumed  to  experience  emigration  show  a  rise  in  the  age  range  15-64 
which  is  161,000  below  that  derived  from  the  first  projection. 
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COMMENT 

By 


D.  O.  Muxs 

It  is  well  established  that  migration,  while  offering  a  breathing  space  as 
far  as  the  population  problem  is  concerned,  can  hardly  be  regarded  as  a  per¬ 
manent  solution  to  the  problem.  The  problem  of  finding  smtable  and  acces¬ 
sible  outlets  is  a  definite  one.  As  Mr.  Chandrasekar  has  pointed  out  in  his 
book  “Hungry  People  and  Empty  Lands”,  the  citizens  of  coimtries  with  the 
greatest  population  pressures  are  not  admitted  on  racial  grounds  to  the  more 
advanced  and  sparsely  populated  countries. 

The  traditional  outlet  for  Jamaica,  e.g.  Panama,  Cuba  and  the  U.S.,  have 
either  been  closed  or  are  no  longer  attractive.  There  are  other  outlets,  e.g. 
Brazil,  which  wants  immigrants  who  would  be  prepared  to  undergo  the  hard¬ 
ships  of  a  pioneering  existence  in  order  to  develop  the  interior  of  the  country. 
Although  I  have  no  facts  to  bolster  this  statement  my  impression  is  that  the 
average  West  Indian  immigrant  is  not  interested  in  this  type  of  outlet.  He  is 
only  interested  in  migrating  to  the  more  highly  urbanized  and  industrialized 
areas. 

What  attracts  West  Indian  migrants  to  the  United  Kingdom?  Why  did  the 
migration  movement  only  start  eight  years  after  the  war?  In  1953  there  were 
3  migrant  ships  to  the  U.K.  Less  than  4,000  persons  migrated  in  that  year.  In 

1954  there  were  6  ships  and  10,000  persons  migrated.  In  1955  there  were  10 
ships  and  migration  amounted  to  43  per  cent  of  the  natural  increase.  Since 

1955  the  rate  of  migration  may  have  declined  somewhat.  The  migratory  move¬ 
ment  started  from  the  city  but  progressed  from  a  city  movement  of  skilled 
workers  to  a  movement  of  unskilled  workers  from  rural  areas. 

With  regard  to  the  loss  in  the  labour  force  it  is  seen  that  the  absolute  num¬ 
bers  of  masons  and  carpenters  have  been  reduced.  There  has  been  no  incre¬ 
ment  to  the  labour  force  in  1955. 

On  the  question  of  the  control  of  fertility,  a  research  project  is  being  con¬ 
ducted  in  Jamaica  to  discover  what  are  the  underlying  motives  and  patterns 
of  behavioiu:  re  fertility  control  among  working  class  women.  It  has  been  dis¬ 
covered  that  Jamaican  women  do  not  in  reality  want  the  large  number  of 
children  that  popular  opinion  credits  them  with  wanting.  The  ideal  number 
of  children  as  quoted  by  these  women  is  somewhere  in  the  vicinity  of  three. 
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NOTE  ON  CONSERVATION  FOUNDATION  PROJECT 

By 

J.  M.  Stycxjs 

A  judgment  is  required  in  deciding  what  overpopulation  is;  this  judgment 
is  usually  exercised  by  politicians  and  it  is  not  fair  for  the  politician  to  say 
to  the  economist  —  what  is  overpopulation?  The  social  scientist,  however, 
can  provide  certain  types  of  information  which  may  form  the  basis  of  the 
politician’s  decision.  The  social  scientist  can  make  projections  and  estimate 
the  cost  to  the  economy  of  additional  population;  he  can  point  out  what  al¬ 
ternatives  could  be  employed  in  an  attempt  to  control  population.  There  are 
two  types  of  action  that  can  be  undertaken  to  control  population: 

(1)  Remedial  action,  e.g.  migration. 

(2)  Preventive  action,  e.g.  reduction  of  fertility. 

In  the  field  of  reduction  of  fertihty,  many  policy  makers  think  it  best  to 
adapt  no  policy.  But  in  this  field  a  negative  policy  has  positive  results  as,  in 
the  absence  of  any  policy,  nature  will  have  its  way  and  fertihty  will  increase. 
Popular  opinion  is  that  attitudes  on  fertility  are  deepseated,  rooted  in  the 
culture,  impervious  to  change  and  inaccessible  to  any  educational  media. 

In  most  instances  there  is  no  adequate  or  reliable  information  concerning 
these  attitudes  but  in  Jamaica  the  study  being  conducted  under  the  auspices 
of  the  Conservation  Foundation  does  throw  some  light  on  the  subject. 

The  project  was  divided  into  two  parts: 

(1)  The  original  questionnaire  given  to  approximately  1,368  Jamaican  wo¬ 
men  in  the  lower-income  group  who  satisfied  the  following  criteria  of  eligi¬ 
bility: 

Age:  14  -  40  years 

Education:  Not  above  6th  standard 

Marital  Status:  Currently  sexually  associated  with  a  male  partner  whether 
in  a  legalized  marriage  union,  a  common-law  union,  or  a  visitor  union.  Sample 
areas  were  chosen  in  conjunction  with  the  Department  of  Statistics. 

The  questionnaire  sought,  among  other  things,  to  determine  certain  speci¬ 
fic  attitudes.  Many  people,  Jamaicans  included,  believe  that  Jamaican  women 
in  the  lower-income  groups  are  not  interested  in  having  small  families,  that 
their  ideal  is  a  large  family  or  ‘As  many  as  God  sends’.  To  test  this,  women 
were  asked:  ‘If  you  could  live  your  life  over  again,  how  many  children  in 
all  would  you  like  to  have?’  The  results  show  that  half  the  population  said 
three  or  less  than  three  children.  Those  who  said  ‘As  many  as  God  sends’ 
comprised  only  3  per  cent  of  the  population,  those  who  said  ‘Nine  or  more’ 
only  4  per  cent.  The  figures  varied  slightly  between  the  rural  and  urban  areas, 
widi  the  rural  areas  exhibiting  a  desire  for  a  higher  number  of  children. 

In  the  city  61  per  cent  answered  ‘three  or  less’  while  in  the  rural  areas,  47 
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per  cent  answered  ‘three  or  less’.  A  fiurther,  more  practical  question,  asked  of 
the  women  with  children  was:  ‘Do  you  want  any  more  children?*  Of  those 
who  had  three  children  68  per  cent  said  they  wanted  no  more  children,  of 
those  with  four  or  five  children,  80  per  cent  said  they  wanted  no  more,  of 
those  who  had  six  or  more  children,  85  per  cent  said  they  wanted  no  more. 

So  it  is  seen  that  Jamaican  women  are  in  no  way  different  from  women  all 
over  the  world  —  as  in  any  population  a  small  group  want  large  families,  but 
the  majority  do  not  want  large  families. 

But  Ae  next  question  that  rises  to  mind  is:  Does  the  culture  have  the  means 
to  achieve  the  objective  of  limitation  of  family  size?  Technologically,  are  the 
materials  of  birth  control  available?  Psychologically,  does  die  population 
know  that  they  exist?  In  Jamaica  there  is  a  Family  Planning  Clinic  which  ad¬ 
vertises  quite  a  bit  and  is  beginning  to  have  some  impact  on  the  Kingston 
populace,  but  exerts  no  influence  outside  of  Kingston.  There  is  a  chnic  in  St. 
Ann’s  Bay  but  its  scope  is  limited. 

Another  question  asked  of  respondents  was  framed  thus:  ‘Thomas  and  Bell 
are  married  and  have  three  children.  Bell  does  not  want  any  more  children 
but  it  does  not  matter  to  Thomas.  What  would  you  do  if  you  were  in  Bell’s 
place?’ 

To  this  question  17  per  cent  of  the  respondents  said  ‘Get  birth  control’  and 
45  per  cent  said  ‘Go  to  a  doctor  or  clinic’.  Here  it  is  seen  that  6  out  of  10 
women  are  aw?re  that  something  can  be  done  to  help  control  fertility. 

To  the  question  ‘Are  there  people  who  do  something  to  keep  from  having 
children’  90  per  cent  said  yes. 

But  it  was  seen  that  although  the  population  has  some  knowledge  that 
something  can  be  done,  their  knowledge  is  quite  hazy.  When  asked  to  des¬ 
cribe  what  a  particular  method  was  only  11  per  cent  of  those  who  had  heard 
could  give  a  good  description,  of  those  who  had  heard  of  abortion  only  16 
per  cent  could  give  a  good  description. 

In  an  attempt  to  determine  attitudes  toward  birth  control,  certain  ques- 
toins  were  asked,  e.g.  ‘Who  has  the  right  to  keep  from  having  children?’  —  14 
per  cent  said  ‘All  people’,  33  per  cent  said  ‘Nobody’,  the  rest  said  some. 

One-third  of  the  population  thought  that  birth  control  was  wrong;  of  the 
others  some  were  quite  favourable,  others  relatively  favourable. 

Those  who  had  no  precise  knowledge  of  birth  control  were  given  a  de¬ 
finition  then  asked  ‘Some  people  think  that  birth  control  is  good,  others  bad, 
what  do  you  thing?*  50  per  cent  approved,  37  per  cent  disapproved  and  13  per 
cent  were  neutral. 

The  majority  of  the  population  was  not  opposed  and  a  small  minority  was 
quite  favourable. 

As  to  the  actual  incidence  of  use,  12  per  cent  of  the  sample  had  used  birth 
control  at  some  time.  Of  women  who  had  reached  the  6th  standard  in  King¬ 
ston,  one-fifth  of  the  sample  had  used.  Among  the  rural  women  only  5  per 
cent  had  used. 
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It  is  apparent  that  for  a  country  with  no  large  scale  birth  control  pro¬ 
gramme,  a  real  beginning  has  been  accomphshed. 

The  second  part  of  the  project  consisted  of  an  educational  programme  in 
which  meetings,  pamphlets,  case  work  were  the  different  techniques  used. 
One  group  was  given  all  three  educational  media. 

In  the  combined  programme  20  per  cent  of  the  people  who  received  treat¬ 
ment  went  to  the  cUnic.  The  other  techniques  were  not  as  effective. 

The  respondents  were  interviewed  twice  after  the  educational  programme 
and  the  interesting  point  is  that  the  interviewers  were  for  the  most  part 
greeted  with  friendliness,  i.e.  the  programme  v'as  not  regarded  in  a  hostile 
fashion. 

Research  hke  this  can  be  helpful  as  it  reveals  the  attitudes  of  the  popu¬ 
lation  toward  birth  control  and  shows  the  poUcy  makers  what  possible  line 
of  action  they  could  take. 

GENERAL  DISCUSSION 

Overpopulation 

The  first  subject  adopted  for  discussion  was  the  validity  of  the  concept  of 
overpopulation.  It  was  accepted  that  an  index  based  on  the  relation  of  the 
numbers  of  the  population  to  the  area  of  available  land  was  misleading.  Many 
comparisons  could  be  made,  both  internationally  and  between  regions  within 
a  single  country,  in  which  high  population  densities  were  associated  with  high 
levels  of  living  and  conversely.  Moreover,  land  varies  in  quahty  and  may 
be  improved  by  human  action. 

It  was  felt  that  Uttle  could  be  said  on  the  tlieoretical  possibility  of  an  ab¬ 
solute  optimum  population.  Discussion  therefore  concentrated  on  the  useful¬ 
ness  of  various  approaches  to  the  definition  of  overpopulation  at  a  particular 
lime  and  with  more  or  less  of  the  economic  background  taken  as  given.  It  was  | 
agreed  that  such  a  definition  must  be  framed  in  economic  terms. 

Dr.  Singer  distinguished  the  case  where  chronic  unemployment  existed  but 
was  caused  by  faulty  economic  organization.  This  apart,  absolute  overpopu¬ 
lation  might  be  defined  as  the  situation  where  the  marginal  productivity 
of  labour  was  zero;  that  is,  population  could  be  withdrawn  and  even  without 
adjustment  of  the  other  factors  of  production  productivity  was  maintained. 
But  this  was  only  one  end  of  a  scale  whose  other  end  was  represented  by 
the  case  where  a  small  withdrawal  of  population  required  a  large  change  in 
other  factors  to  maintain  production.  There  were  very  few  situations  where 
marginal  productivity  was  zero,  but  the  important  cases  which  lay  near  to 
this  end  of  the  scale  could  usefully  be  discussed  in  terms  of  the  demographic 
problem.  Nevertheless  they  involved  economic  factors  and  the  line  between 
the  two  was  arbitrary. 

Mr.  Krishnaswamy  doubted  whether  zero  or  negative  marginal  productivity 
was  a  concept  applicable  to  a  whole  economy  in  practice,  though  it  might 
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apply  to  a  single  industry  or  sector.  He  drew  attention  to  the  cumulative  ef¬ 
fects  of  overpopulation,  which  impeded  capital  formation  and  prevented  the 
initiation  of  structural  changes  which  might  be  necessary  to  reheve  the  over¬ 
population. 

A  number  of  ways  were  suggested  in  which  the  history  of  the  Puerto  Rican 
migration  to  the  mainland  might  throw  light  on  the  problems  of  West  Indian 
migration  to  the  United  Kingdom.  It  had  been  shown  that  the  Puerto  Rican 
migration  was  very  sensitive  to  employment  conditions  in  the  States,  and  the 
decline  in  West  Indian  migration  from  1955  to  1956  might  be  due  to  the 
same  factor;  though  it  could  also  be  argued  that  the  latter  movement  had 
reached  a  natural  peak  after  which  some  decline  was  to  be  expected,  or  that 
returning  migrants  had  begun  to  be  numerous  enough  for  their  realistic  ac¬ 
counts  of  British  conditions  to  discourage  others. 

Mr.  Roberts  gave  figures  which  showed  that  the  majority  of  the  Jamaican 
emigrants  up  to  1955  were  skilled  or  nominally  skilled  workers.  This  posed 
a  special  problem  because  the  high  level  of  investment  in  Jamaica  in  the 
past  eight  years  had  created  a  demand  for  skilled  workers  and  there  was 
danger  that  the  development  programme  might  be  hampered  by  their  lack. 
Against  this  it  could  be  argued  from  Puerto  Rican  experience  that  few  of 
the  existing  skills  needed  long  training,  that  workers  in  short  supply  could 
be  retained  by  a  rise  in  the  island  wage  rates  and  that  a  lack  of  skilled  work¬ 
ers  might,  by  e  iforcing  mechanization,  prove  to  be  a  benefit  in  the  long  run. 

Migration  was  recognised  to  be  much  cheaper  and  easier  for  the  Puerto 
Rican  than  for  the  West  Indian,  and  attempts  to  subsidize  the  latter  (e.g. 
the  limited  Barbadian  scheme  of  loans  to  migrants)  were  undesirable  since 
they  created  resentment  in  the  host  country  against  what  was  interpreted 
as  the  “dumping”  of  unwanted  population. 

It  was  agreed  that  migration  was  materially  relieving  the  problems  of  the 
West  Indies  and  must  be  accepted  as  a  useful  measure  if  only  as  affording 
a  “breathing  space”  during  which  economic  reorganization  and  expansion 
could  take  place.  But  as  a  long  term  prospect  heavy  emigration  was  open 
to  two  main  criticisms. 

Dr.  Singer  argued  that  continued  migration  was  economically  less  desir¬ 
able  than  a  reduction  of  fertility  or  than  economic  development  since  it  en¬ 
tailed  the  rearing  and  education  of  a  larger  number  of  young  people  than 
were  needed  to  carry  on  the  economy,  being  analogous  in  this  respect  to  the 
effect  of  a  high  death  rate. 

From  another  point  of  view,  migration  entailed  heavy  social  costs  and 
strains  on  the  migrant.  Dr.  Senior  stressed  the  breaking  up  of  family  life 
and  the  loss  of  community  leadership  from  miration.  Professor  Lewis  em¬ 
phasized  the  difficulty  of  the  coloured  migrant  in  Britain,  which  was  much 
greater  than  that  of  the  European  emigrant  to  the  States,  and  suggested 
that  an  increase  in  the  munber  of  coloured  immigrants  would  make  assimi¬ 
lation  more  rather  than  less  difiBcuH. 
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Dr.  Thorne  suggested  that  while  emigration  might  be  a  means  of  reducing 
the  pressure  of  population  upon  resoiurces,  and  therefore  might,  in  some  re¬ 
spects,  be  at  least  a  temporary  alternative  to  economic  development,  emigra¬ 
tion  was  also  evidently  a  function  of  economic  development.  In  periods  of 
rising  incomes,  urban  incomes  have  risen  more  quickly  than  rural  ones  in 
Puerto  Rico  and  Jamaica  (and  elsewhere);  and  incomes  in  the  United  States 
and  the  United  Kingdom  more  rapidly  than  those  in  Puerto  Rico  and  Ja¬ 
maica  ( and  other  less  developed  countries. )  In  these  more  prosperous  periods 
net  migration  from  urban  to  rural  areas  and  from  Puerto  Rico  to  the  United 
States  has  also  been  greater.  The  net  outflow  has  diminished  in  recession. 

A  fundamenal  part  of  the  explanation  is  probably  the  nature  of  the  de¬ 
mand  for  much  of  what  the  small  farmers  produce.  Some  statistics  point  in 
this  direction.  The  demand  for  such  crops  as  ground  provisions  seems  not  to 
increase  (perhaps  it  decreases)  as  levels  of  living  rise.  Irish  or  English 
potatoes  and  rice  seem  to  be  favoured  substitutes.  Perhaps  from  the  point 
of  view  of  nutrition  some  of  the  substitutions  are  desirable.  But  the  point 
he  wished  to  make  here  is  that  in  such  circumstances  the  more  rapidly  rising 
incomes  do  not  stimulate  increases  in  the  incomes  of  the  small  farmers  who 
produce  the  less  desired  crops.  Migration  from  small  farm  to  city  would  be 
spurred  on.  And  after  acquiring  some  of  the  lower-level  skills  that  the  cities 
and  towns  afford  them  opportunities  to  “pick  up”  in  a  number  of  different 
casual  jobs,  many  of  the  fugitives  from  the  countryside  migrate  to  the  metro- 
pohtan  country.  Some  go  directly  from  rural  area  to  the  metropohtan  coun- 
try. 

If  it  is  true  that  the  majority  of  the  migrant  farmers  or  dependents  had 
access  only  to  marginal,  hill  slope  lands,  incapable  of  use  for  the  production 
of  more  profitable  crops,  enlargement  of  the  farmers’  technical,  agricultural 
knowledge  and  improvement  in  their  skill  in  producing  more  of  the  food 
crops  of  inelastic  demand  would  not  counter  the  forces  that  make  for  aban¬ 
donment  of  the  niral  life.  Research  on  the  possibihties  of  maintaining  and 
increasing  demand  for  their  output  might,  however,  yield  some  useful  results, 
the  objective  being,  of  comse,  not  to  check  the  flow  of  persons  from  the  rural 
areas,  but  to  slow  it  down  to  a  rate  more  in  harmony  with  the  increase  in 
job  opportunities  in  the  urban  areas. 

A  West  Indian  government  which  adopts  a  policy  of  encouraging  emigra¬ 
tion  will  probably  find  it  somewhat  more  di£5cult  to  stimulate  departures  in 
periods  of  economic  recession  (when  such  a  policy  might  seem  to  it  more 
urgently  needed),  and  considerably  less  difficult  to  persuade  people  to  leave 
their  native  lands  during  periods  of  relative  prosperity  —  when,  also,  the  I 
host  country  is  also  less  likely  to  offer  really  strong  resistance.  [ 

Methods  of  Fertility  Reduction 

It  was  strongly  argued  that  the  data  from  Puerto  Rico  and  Jamaica  showed  i 
so  clearly  that  many  women  wished  to  limit  the  size  of  their  families  that  t 
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the  available  resoiirces  should  be  applied  directly  to  educating  women  in 
methods  of  birth  control,  possibly  as  part  of  the  general  public  health  pro¬ 
grammes.  Certain  diflSculties  were  recognized.  Thus  the  teaching  of  the 
Catholic  Church  was  broadly  against  birth  control,  though  it  was  stated 
that  in  Puerto  Rico  this  had  affected  the  method  rather  than  the  incidence 
of  birth  control  among  middle  class  people  and  was  unlikely  to  prevent  the 
general  adoption  of  birth  control  if  the  obstacles  of  ignorance  were  removed. 
The  paradox  was  also  mentioned  that  women  in  regular  unions  were  more 
fertile  than  those  who  changed  partners  frequently,  so  that  it  might  be  in¬ 
ferred  that  any  programme  tending  to  increase  the  proportion  of  stable  fami¬ 
lies  would  raise  fertility,  and  the  problem  of  educating  women  who  did  not 
belong  to  a  stable  family  unit  was  mentioned. 
t  It  was  also  argued,  by  other  members  of  the  conference,  that  it  would 
be  more  appropriate,  particularly  for  the  economists  present,  to  examine 
ways  in  which  the  economic  system  and  economic  policy  affected  fertUity. 
Among  such  ways  was  the  possible  effect  of  lack  of  social  security  measures 
in  encouraging  women  to  have  children  as  insurance  against  old  age.  Again, 
compulsory  education  might  convert  children  from  an  asset  (as  a  form  of 
cheap  labour)  to  a  hability,  and  so  discourage  large  families.  Family  allow¬ 
ances,  on  the  other  hand,  might  encourage  people  to  have  many  children, 
as  might  allowances  under  the  income  tax  laws. 

Mr.  Mayne  opposed  the  use  of  price  and  tax  methods  to  influence  family 
size,  since  the  indirect  benefits  from  lower  fertUity  would  not  compensate 
for  the  distortion  of  the  economy  which  might  result,  and  argued  for  direct 
education  in  birth  control  as  the  thriftiest  approach.  In  Puerto  Rico,  for 
example,  a  modification  of  income  tax  allowances  would  reach  very  few 
of  the  families  who  need  to  be  influenced  toward  lower  fertility.  Dr.  Singer 
saw  the  reconciliation  of  the  two  approaches  in  the  fact  that  the  develop¬ 
ment  of  resources,  industrialization  and  education  would  probably  have  the 
desirable  effect  of  helping  to  reduce  fertihty. 

Mr.  Krishnaswamy  said  that  with  an  increasing  population  there  was  gen¬ 
erally  a  trend  towards  an  increase  in  the  urban  population.  The  question 
was  whether  this  trend  was  likely  to  be  of  help  in  limiting  the  growth  of 
the  population  or  reducing  fertility,  or  whether  it  might  have  a  contrary 
effect.  With  urbanization  it  might  be  easier  to  undertake  a  programme  which 
might  lead  to  slower  growth  of  population;  and  apart  from  any  government- 
sponsored  programme,  social  forces  and  changes  in  attitudes  would  occur 
and  might  affect  the  population  trend.  While  the  trend  to  urbanization  might 
well  be  a  factor  in  limiting  population,  there  were  other  problems  to  be 
considered  —  those  concerned  with  the  use  of  other  resources.  In  the  Indian 
experience  with  urbanization,  the  most  important  aspect  has  been  the  com¬ 
mercial  —  the  effect  on  the  nature  of  the  markets,  agricultural  and  non- 
agricultural.  With  people  moving  into  the  towns  in  large  numbers,  it  had 
become  necessary  for  India  to  provide  a  greater  amount  of  agricultural  out- 
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put,  not  because  people  consume  more  in  towns,  but  because  in  the  towns 

they  had  to  buy  food.  A  great  deal  of  the  food  shortage  after  the  war  was 
a  reflection  of  the  change  in  the  nature  of  the  market.  There  would  be  a 

shift  also  in  the  demand  for  housing  in  urban  areas.  It  might  be  argued  that 
this  is  just  a  change  in  the  location  of  buildings,  but  there  might  be  corres¬ 
ponding  transfer  of  resomrces  from  the  villages  to  the  towns.  One  had  to 

think  not  in  terms  of  savings  as  a  whole  but  of  savings  which  were  transfer* 
able  to  other  uses,  so  that  if  there  was  a  shift  of  population  this  was  accom¬ 
panied  by  a  shift  of  other  resources.  Another  problem  was  that  of  unemploy¬ 
ment  and  underemployment.  There  was  a  great  deal  of  underemployment 
or  disguised  employment  in  Indian  villages.  What  urbanization  had  done 

was  to  turn  this  into  open  “unemployment”  in  the  towns,  and  this  would 
happen  unless  one  provided  more  jobs  in  the  towns  — enough  jobs  to 
take  care  of  the  natural  increase  in  the  urban  labour  force  plus  the  immigrant 
labour.  The  first  Five-Year  Plan  had  not  recognized  the  importance  of  this 
factor  but  in  the  Second  Plan  the  emphasis  had  been  changed  and  meeting 
the  problem  of  unemployment  had  become  one  of  the  chief  objectives.  Mr. 
Krishnaswamy  concluded  that  the  effect  of  the  rapid  increase  of  population 
on  the  size  of  the  cities  and  the  impact  this  would  have  on  the  use  of  re¬ 
sources  was  a  problem  that  had  to  be  taken  into  account.  In  formulating 
policy,  thought  should  be  given  to  the  effect  of  urbanization  on  consumption 
patterns,  education  and  family  life. 

Urbanization 

It  was  generally  agreed  that  urbanization  was  typical  of  the  early  stages 
of  development  and  carried  with  it  definite  economic  advantages  —  market¬ 
ing  services  were  centralized,  agriculture  commercialized  and  such  social 
services  as  schools  were  facilitated.  But  growth  of  towns  brought  to  the  fore 
other  problems  —  e.g.  delinquency  —  especially  where  the  size  attained  was 
very  large  or  the  rate  of  growth  very  rapid.  Thus  in  the  United  States  very 
large  cities  had  entailed  high  social  costs,  and  even  the  cost  to  the  individual 
had  been  such  that  (with  improvements  in  communication)  some  decen¬ 
tralization  had  taken  place.  It  had  been  argued  that  a  city  of  moderate  size 
was  the  most  eflBcient  socially  and  economically. 

In  Puerto  Rico,  where  it  was  estimated  that  in  ten  to  fifteen  years  one- 
third  of  the  population  would  live  in  San  Juan,  the  prospective  costs  of 
urban  development  had  led  to  a  policy  of  decentralization  of  industry,  but 
there  were  insurmountable  obstacles  to  complete  halting  of  centralization 
In  Jamaica  the  fear  of  the  social  problems  which  would  arise  or  become  ap¬ 
parent  with  rapid  further  urbanization  had  influenced  the  conception  of  the 
farm  development  programme  as  a  means  of  keeping  the  rural  population 
in  the  rural  areas.  But  urbanization  must  be  recognized  as  an  integral  part 
of  the  development  process,  particularly  in  its  early  stages,  and  even  essen¬ 
tial  to  the  needed  reorganization  of  agriculture.  Many  of  the  problems  arose 
from  failure  to  co-ordinate  different  aspects  of  development  and  should  be 
viewed  in  terms  of  the  priorities  for  forms  of  investment 
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It  was  also  pointed  out  that  the  general  problem  of  the  degree  of  cen¬ 
tralization  included  in  the  West  Indies  the  question  of  the  distribution  of 
industry  between  large  and  small  islands. 

Dr.  Senior,  in  a  summarizing  statement,  said  that  he  did  not  want  to 
create  the  impression  that  there  were  various  alternative  ways  in  which  one 
had  to  concentrate  on  economic  development.  There  was  no  alternative  be¬ 
tween  economic  development  and  reduction  of  fertility  -  they  went  along 
together.  The  general  consensus  seemed  to  be  that  just  to  stand  still  econo¬ 
mically  speaking  with  a  population  growth  of  1  per  cent  per  year,  a  country 
had  to  invest  4-5  per  cent  of  the  gross  national  product.  (In  reply  to  a  sug¬ 
gestion  that  not  all  economists  would  accept  so  high  a  figure.  Dr.  Senior 

quoted  the  United  Nations  Report  on  the  Relation  between  Population 
Growtli  and  Economic  Development).  If  the  population  growth  were  2  per 
cent  investment  had  to  be  in  the  neighbourhood  of  8-10  per  cent.  Many  un¬ 
derdeveloped  countries  were  increasing  their  population  at  the  rate  of  3  per 
cent  per  year  so  they  had  to  invest  12-15  per  cent.  He  quoted  Dr.  Schultz  as 
saying  that  there  must  be  concentration  on  the  improvement  of  the  quality 

of  the  people  and  improvement  of  the  techniques  with  which  people  could 

work. 

It  was  clear  that  a  fast  growing  population  because  of  high  fertility  had 
an  age  structu:e  which  was  deleterious  to  investment  or  education  and  to 
improving  technology  and  also  deleterious  to  economic  growth. 

Fertility  education  programmes  must  go  along  with  economic  development. 

There  was  no  alternative  to  migration  where  this  was  possible.  It  was  the 
only  thing  that  could  be  done  immediately  but  was  no  long-run  solution.  It 
was  not  fair  to  tell  people  that  the  only  way  the  economy  could  support  them 
was  by  exporting  them.  Migration,  as  Dr.  Stycos  had  pointed  out,  was  a 
remedial  step  but  more  emphasis  should  be  placed  on  preventive  measrures. 
Dr.  Schultz’  proposal  about  improving  the  quality  of  the  people  should  be 
of  primary  concern  —  education  was  vitally  necessary.  But  how  could  you 
train  teachers,  build  schools  fast  enough  if  the  rate  of  population  increase 
were  3  per  cent  per  year?  Informed  education  must  supplement  formal  edu¬ 
cation.  The  basic  idea  must  be  transmitted  to  people  that  they  have  some 
means  of  controlling  their  destinies. 


Topic  2:  Employment  Policy  in  an  Under¬ 
developed  Area 

EMPLOYMENT  POLICY  IN  AN  UNDERDEVELOPED  AREA 

By 

W.  A.  Lewis 
I 

Most  countries  in  the  early  stages  of  economic  development  have  not  one 
economy,  but  two.  They  have  a  high  wage  economy  and  a  low  earnings 
economy.  Broadly  speaking,  in  the  high  wage  economy  we  find  people  em¬ 
ployed  by  plantations,  factories,  mines,  large-scale  transportation  and  so 
forth.  And  in  the  low  earnings  economy  we  find  people  in  family  farms, 
handicrafts,  domestic  servants,  petty  traders,  casual  labour  and  so  on. 

The  relative  proportions  of  the  population  engaged  in  these  two  different 
economies  depends  upon  the  amount  of  capital  offering  employment  in  the 
high  wage  economy,  and  upon  the  level  of  wages  in  that  economy.  Given 
the  amount  of  physical  resources,  and  the  state  of  the  arts,  we  may  conceive, 
in  the  usual  neo-classical  terms,  of  the  volume  of  employment  being  deter¬ 
mined  by  people  being  taken  on  in  the  high-wage  economy  up  to  the  point 
where  the  marginal  productivity  of  labour  equals  the  wage.  All  the  rest  of 
the  labour  force  then  fares  as  best  it  can  in  the  low  earnings  economy. 

The  best  measure  of  overpopulation  is  to  be  found  in  the  low  earnings 
sector,  because  when  the  high  wage  sector  has  taken  what  it  wants  at  the 
given  levels  of  wages,  of  capital,  and  of  technology,  the  rest  of  the  people 
have  to  squeeze  themselves  in  as  best  they  can.  In  countries  where  agricul¬ 
ture  is  on  the  basis  of  family  farms  we  find  the  surplus  population  on  the 
farms.  In  overpopulated  countries  where  there  are  not  family  farms,  such  as 
Barbados,  you  find  the  surplus  population  in  domestic  service,  in  petty  trad¬ 
ing,  casual  labour,  and  other  such  occupations.  It  is  irrelevant  to  the  analysis 
whether  the  marginal  productivity  of  labour  in  this  sector  is  negative,  zero, 
or  merely  small.  So  long  as  it  is  lower  than  the  wage  that  is  paid  in  the 
high  wage  sector,  there  will  be  a  surplus  in  the  labour  market;  that  is  to  say, 
that  at  the  going  wage  in  the  high  wage  sector  capitalists  can  always  get 
more  labour  if  they  so  desire.  This  is  a  typical  feature  of  economies  in  the 
first  stages  of  economic  development. 

In  most  of  these  economies  the  level  of  wages  is  determined  by  the  pro¬ 
ductivity  of  the  family  farmers.  They  have  one  acre,  one  and  a  half  acres,  two 
acres,  or  three  acres,  and  given  their  techniques,  the  amounts  of  capital,  and 
the  amounts  of  land  that  they  have  at  their  disposal,  their  productivity  sets 
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the  minimum.  The  actual  wage  in  the  high  wage  sector  is  always  significantly 
above  the  earnings  in  the  low  earning  sector,  seldom  less  than  fifty  per  cent 
more.  In  Japan  I  was  told  this  April  that  the  large  factories  are  paying  wages 
that  are  twice  as  high  as  are  paid  by  the  small  factories.  The  gap  widens 
all  the  time.  It  widens  partly  because  in  these  days  trade  unions  are  effective 
in  the  high  wage  sector,  and  push  the  wage  up  all  the  time;  and  partly  be¬ 
cause  even  in  the  absence  of  trade  unions  it  is  a  habit  of  capitalists  to  pass 
on  to  the  workers  in  their  firms  some  part  of  the  benefit  of  high  technology 
I  and  of  high  capital  intensity.  So  wages  tend  to  rise  in  the  high  wage  sector 
as  productivity  rises  in  that  sector,  and  the  gap  between  the  high  wage  of 
I  that  sector  and  the  earnings  in  the  rest  of  the  economy  tends  to  widen.  Mr. 
Thome  commented  yesterday  that  he  had  found  evidence  of  this  in  Jamaica. 

One  should  note  that  overpopulation  does  not  necessarily  show  itself  in 
unemployment.  The  high  wage  sector  having  taken  such  labour  as  it  requires, 
the  rest  of  the  people  have  to  squeeze  themselves  into  the  other  sector.  If 
one  gets  unemployment  it  is  partly  because  provision  is  made  for  the  unem- 
*  ployed.  If  there  is  no  provision  for  the  unemployed  people  cannot  afford  to 

Ibe  unemployed,  and  somehow  or  other  they  will  have  to  find  some  kind  of 
means  of  subsistence  in  the  rest  of  the  economy. 

The  development  of  unemployment  in  the  underdeveloped  countries  is  a 
comparatively  recent  phenomenon.  There  have  always  been  beggars  in  the 
I  towns,  but  within  recent  years  there  has  been  in  all  the  underdeveloped  coun¬ 
tries  an  enormous  drift  of  workers  from  the  countryside  into  a  few  large  com¬ 
mercial  capitals  —  the  phenomenon  that  was  mentioned  this  morning.  An 
enormous  growth  has  taken  place  in  towns  like  Calcutta,  Djarkarta,  or  King- 
i  ston,  all  over  the  world,  in  which  the  population  is  increasing  at  enormous 
P  rates  —  much  faster  than  the  employment  possibilities  of  these  towns,  and 

tmuch  faster  than  new  houses  can  be  built.  Slum  areas  are  growing,  and  we 
have  all  the  usual  phenomena  —  juvenile  delinquency,  crime,  political  agi¬ 
tation,  and  so  on. 

This  drift  has  several  causes.  It  is  due  partly  to  relief  —  in  the  underde- 
.  veloped  world  we  are  now  kinder  to  the  unemployed  than  we  used  to  be 
fifty  or  one  hundred  years  ago;  more  provision  is  made  for  the  unemployed 
in  these  towns.  It  is  due  partly  to  the  fact  that  such  development  as  is  taking 
place  in  these  towns  itself  provides  better  opportunities  for  casual  employment 
so  that  these  towns  are  developing  a  great  number  of  hangers-on,  who  work 
for  one  day  a  week,  or  two  days  a  week,  carry  your  bag,  and  so  on.  It 
^  is  due  partly  to  the  awakening  in  the  countryside.  Education  is  spread¬ 
ing  into  the  countryside,  and  the  modem  world  is  reaching  the  country- 
;  side  in  all  sorts  of  ways.  People  in  the  countryside  are  becoming  dis¬ 
satisfied,  seeking  adventure,  drifting  into  these  vast  towns  of  which  they 
hear.  And  it  is  also  due  partly  to  the  growing  wage  gap  itself,  which  by 
raising  the  level  of  those  who  have  employment  in  the  towns,  attracts  more 
and  more  people  to  come  into  these  towns. 
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It  is  very  difficult  to  know  how  to  cope  with  this  increase  in  urban  iin- 
employment.  The  normal  way  to  cope  with  unemployment  is  to  provide  work, 
but  this  is  no  solution  in  this  case.  On  the  contrary  it  merely  aggravates  the 
problem,  because  the  more  work  you  provide  in  the  towns  the  more  people 
will  drift  into  the  towns,  and  there  is  no  certainty  that  you  can  win  the  race. 
So  long  as  there  exists  a  large  pool  of  people  in  the  low  earnings  sector  of 
the  economy,  then  the  more  work  the  towns  offer,  the  bigger  is  likely  to  be 
the  drift  into  the  towns.  No  one  ought  to  say  that  he  knows  how  to  cure  un¬ 
employment  in  this  situation,  or  that  he  has  a  means  of  providing  sufficient 
employment  rapidly  for  all  those  who  are  unemployed  in  the  towns.  He  maj 
have  a  hundred  thousand  unemployed  in  the  town  and  provide  employment 
for  a  hundred  and  twenty  thousand,  and  at  the  end  of  that  process  still 
have  two  hundred  thousand  unemployed  because  still  more  have  been  at¬ 
tracted  by  his  success. 

Though  this  is  a  relatively  new  phenomenon  in  the  underdeveloped  coun¬ 
tries,  it  is  not  a  phenomenon  without  precedents.  For  example,  this  drift  gave 
very  much  trouble  and  much  cause  for  thought  in  the  second  and  tlie  third 
British  industrial  revolutions;  the  second  in  the  reign  of  Queen  Elizabeth  the 
First,  when  substantial  industrialization  took  place  under  the  benevolent  dic¬ 
tatorship  of  Lord  Burleigh;  and  the  third,  and  the  more  familiar  one,  in  the 
second  half  of  the  eighteenth  century.  In  both  these  periods  we  read  of  great 
migrations  from  the  countryside,  agrarian  revolutions  occurring  at  the  same 
time;  we  read  of  great  increases  in  vagabondage,  as  it  was  called  in  those 
days,  and  we  find  government  on  both  occasions  trying  to  cope  with  the 
problem  by  using  the  crudest  means,  namely,  to  send  people  back.  That,  in 
a  sense,  is  the  simplest  way  of  dealing  with  this  problem;  to  prevent  people 
from  coming  to  the  towns,  and  if  they  come  to  the  towns  to  send  them  back 
or  lock  them  up.  This  method  is  used,  even  today  in  the  Union  of  South 
Africa  for  the  purpose  of  preventing  the  African  population  from  drifting 
into  the  towns.  Less  drastically,  one  might  simply  refuse  to  recognize  the 
existence  of  unemployment  by  providing  no  relief  for  it;  thus  trying  to  dis¬ 
courage  people  from  coming  into  the  towns  by  making  it  as  unpleasant  as 
possible  for  them  to  be  there.  But  even  this  is  not  wholly  successful,  because 
the  drift  is  not  entirely  due  to  relief  measures,  and  is  to  be  found  even  in 
those  towns  where  there  are  no  relief  measures.  So  long  as  there  is  some  pos¬ 
sibility  of  casual  employment  at  a  relatively  high  wage  there  will  be  people 
taking  the  risk. 

In  talking  about  this  problem  this  morning  we  said  that  to  prevent  the 
growth  of  these  towns  one  should  concentrate  on  development  elsewhere; 
development  in  other  towns  and,  of  course,  development  in  rural  areas.  I 
doubt  whether  development  in  rural  areas  would  be  adequate  to  stop  this 
drift.  Development  in  rural  areas  is  limited  by  the  shortage  of  natural  re¬ 
sources  which  we  have  by  definition  in  overpopulated  countries.  Combined 
with  the  rapid  growth  of  population  this  makes  it  pretty  certain  that  how- 
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ever  much  you  do  to  develop  the  rural  areas  you  will  still  have  a  siu^plus 
which  will  be  drifting  into  the  towns.  Personally,  therefore,  I  regard  this  part 
of  the  problem  as  insoluble.  1  think  it  is  inevitable  that  we  shall  have  a  con¬ 
siderable  amount  of  unemployment  in  the  towns  at  this  stage  of  economic  de¬ 
velopment,  however  rapidly  we  may  be  providing  jobs.  Therefore,  if  we  wish 
to  measure  our  achievements  in  development,  we  must  measure  them  not  by 
the  fall  of  imemployment,  but  by  the  increase  in  employment.  The  success 
that  we  have  in  creating  employment  is  what  is  relevant  rather  than  oui 
failure  in  reducing  unemployment.  For  we  are  not  likely  to  do  very  much  to 
reduce  unemployment  in  a  short  period  of  a  decade  or  so.  Let  us  then  turn 
from  unemployment  to  discussing  the  level  of  employment  in  the  general 
context  of  economic  development. 


n 

Economic  development  proceeds  in  two  ways.  First  productivity  is  raised 
all  round,  in  both  the  high  wage  and  the  low  earnings  sectors  of  the  economy. 
And  secondly  the  high  wage  part  of  the  economy  is  expanded  relatively  to 
the  low  earnings  part,  thus  reducing  the  surplus  in  domestic  service,  family 
farming,  and  so  forth.  Both  these  are  important  processes.  I  would  be  more 
happy  speaking  about  the  first  since  it  is  the  easier  problem.  We  know  what 
I  needs  to  be  done  to  raise  the  general  level  of  productivity  in  all  the  various 
{  sectors  of  the  economy;  my  instructions,  however,  are  to  speak  about  the 
second  —  about  the  expansion  of  employment  in  the  high  wage  sector  of  the 
;  economy  so  that  some  of  the  surplus  is  drained  off  and  the  high  wage  sector 
expands.  So  my  remarks  this  afternoon  are  confined  entirely  to  this  problem, 
j  The  level  of  employment  in  the  high  wage  sector  of  the  economy  depends 
I  upon  three  things.  It  depends  first  upon  the  physical  resources  of  that  sector; 

!  secondly  on  the  technology  used  in  that  sector;  and  thirdly  on  the  wage  level. 
What  I  have  to  say  will  be  set  in  the  framework  of  analyzing  each  of  these 
three  influences.  They  are  somewhat  dissimilar  in  that  whereas  an  increase  in 
resources  always  raises  the  level  of  employment  in  this  sector,  an  improve¬ 
ment  in  technology  may  increase  employment  or  it  may  reduce  employment 
I  Similarly  a  rise  in  wages  may  increase  employment  or  reduce  employment. 
I  Take  first  the  increase  in  resources.  An  increase  in  the  amount  of  resources 
I  must  increase  the  level  of  employment  in  this  sector,  given  the  wage  rate, 
[  and  the  technology  in  use.  This  follows  from  the  law  of  diminishing  returns. 
•  If  you  are  given  more  capital  it  must  pay  you  better  to  use  the  more  capital 
’  with  more  laboiur,  than  to  use  the  more  capital  with  the  same  quantity  of 

I  labour.  Hence,  contrary  to  what  has  sometimes  been  suggested,  capital  ac¬ 
cumulation  must  increase  the  level  of  employment,  unless  it  is  accompanied 
by  adverse  changes  in  technology  or  in  wages,  of  the  kinds  to  which  we 
g  shall  refer  later. 

Now  one  must  not  make  the  mistake  of  equating  “physical  resources”  with 
;  capital.  The  distinction  between  man-made  resources  and  natural  resources 
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is  fundamental  in  this  context.  An  increase  in  population  can  be  matched  by 
an  increase  in  man-made  resources.  One  can  conceive  of  trebling  the  popu¬ 
lation  and  trebling  the  amount  of  capital,  and  if  it  were  only  a  matter  of 
man-made  capital  the  discussion  we  had  this  morning  about  whether  over¬ 
population  is  possible  would  be  unnecessary.  Since  capital  can  increase  faster 
than  population,  overpopulation  in  this  morning’s  sense  would  be  impossible. 
But  capital  is  not  a  perfect  substitute  for  natural  resources,  such  as  land, 
water  and  minerals,  and  therefore  a  shortage  of  natural  resources  can  be  an 
obstacle  to  enonomic  development.  'This  is  the  basic  answer  to  this  morning’s 
question.  A  country  is  beginning  to  be  overpopulated  when  the  substitution 
of  capital  for  natural  resources  is  becoming  more  and  more  expensive. 

Are  the  West  Indian  territories  overpopulated  already  in  this  sense?  There 
seems  to  me  no  doubt  that  the  islands,  with  the  exception  of  Trinidad,  are 
overpopulated  in  this  sense,  one  of  the  simplest  indications  being  the  fact 
that  in  the  last  fifty  years  the  population  has  increased  enormously  without 
any  comparable  increase  in  the  area  of  land  under  cultivation.  There  is  doubt¬ 
less  room  for  increasing  the  natural  resources  by  some  expenditure  of  capital, 
making  more  land  by  drainage  and  soil  conservation,  water  preservation,  and 
so  on;  but  as  we  saw  on  Sunday  in  our  tour  of  the  Yallahs  Valley  this  is  a 
very  expensive  operation  and  the  extent  to  which  it  becomes  necessary  is  it¬ 
self  the  index  of  overpopulation. 

If  one  turns  from  the  islands  to  the  mainland  territories  the  picture  is  some¬ 
what  different.  It  is  improper  to  include  British  Honduras.  ’The  people  of  Bri¬ 
tish  Honduras  have  made  it  clear  to  us  in  no  uncertain  terms  that  they  do 
not  propose  to  let  us  in.  British  Honduras  is  not  available  to  the  West  Indies 
for  development.  Unless  we  propose  to  invade  British  Honduras,  make  war, 
conquer  the  territory  and  colonize  it,  the  size  of  British  Honduras  is  irrelevant 
to  any  discussion  on  the  prospects  of  the  West  Indian  Federation.  British 
Guiana  has  told  us  to  keep  out,  but  it  is  whispered  that  there  is  a  possibility 
that  it  may  come  into  the  Federation,  and  therefore  there  may  be  some  point 
in  considering  its  prospects.  I  find  it  very  hard  to  assess  the  agricultural  pos¬ 
sibilities  of  British  Guiana.  It  is  very  clear  that  the  coastal  areas,  although 
very  fertile,  are  also  extremely  diflBcult  to  maintain  because  of  the  high  cost 
of  the  drainage  system.  It  is  also  clear  that  as  one  moves  from  the  coastal 
areas  much  of  the  immediate  hinterland  is  barren.  Much  money  is  now  being 
spent  on  opening  up  land  for  cultivation,  but  there  is  already  a  large  surplus 
population  in  British  Guiana,  growing  rapidly,  which  has  prior  claims.  So, 
whatever  the  ultimate  prospects  may  be  fifty  years  from  now,  for  immediate 
practical  purposes  we  must  conclude  that  the  land  area  available  to  the  in¬ 
habitants  of  the  West  Indies  Federation  is  the  area  of  the  islands.  We  must 
therefore  conclude  that  the  West  Indies  Federation  is  an  overpopulated  area 
where  shortage  of  natural  resources  is  an  obstacle  to  economic  development 

Now  the  classical  economists,  in  particular  Ricardo,  made  much  of  this 
fact  that  the  shortage  of  natural  resources  is  an  obstacle  to  economic  develop¬ 
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inent,  when  they  were  writing  about  the  development  of  a  closed  economic 
system.  They  foresaw  economic  stagnation  for  the  world  as  a  whole  arising 
out  of  this  obstacle.  But  when  they  were  writing  about  an  open  economy 
they  came  to  quite  a  different  conclusion.  Taking  not  the  world  as  a  whole 
but  any  particular  part  of  it,  they  rescued  it  by  bringing  in  the  law  of  com¬ 
parative  costs.  Even  if  a  country  is  short  of  natural  resources  it  can  never¬ 
theless  make  a  good  living  by  importing  the  products  of  natiiral  resources 
ai'd  exporting  the  products  of  labour  and  capital.  This  is  whence  we  derive 
the  proposition  that  any  overpopulated  country  in  which  development  is  tak¬ 
ing  place  —  we  notice  the  qualification,  in  which  development  is  taking  place 
-  will  have  to  import  more  and  more  food  and  raw  materials  and  to  export 
manufactures  in  exchange.  This  proposition  is  well  exemplified  by  history, 
ancient  and  modem.  In  ancient  history  by  the  development  of  ancient  Greece; 
in  modem  history  by  the  development  of  Britain,  Germany,  Japan  and  India, 
(whose  exports  are  already  more  than  half  manufachires).  If  our  analysis  of 
the  West  Indian  territories  is  correct  the  same  must  happen  in  due  course 
in  the  West  Indies. 

Now  this  proposition,  although  it  has  the  full  backing  not  only  of  economic 
theory  and  of  economic  history,  ancient  and  modem,  is  for  some  reason  al¬ 
ways  resisted  in  the  West  Indies.  We  have  had  a  series  of  official  reports 
which  have  denied  it.  They  have  said  in  effect:  “The  West  Indies  is  obvi¬ 
ously  agricultural.  Land  is  obviously  its  main  resource;  obviously  the  most 
important  thing  to  do  is  to  develop  the  land,  and  any  talk  about  industrial 
development  for  export  market  is  silly”.  This  is  complete  nonsense.  This  kind 
of  statement  can  be  made  of  any  country  at  the  appropriate  stage  of  its 
development.  You  could  have  said  of  England  in  1800:  “England  is  obviously 
agricultural,  most  of  its  people  are  engaged  in  agriculture.  Land  is  its  main 
resource.  Obviously  England  should  concentrate  on  agriculture  and  any  talk 
of  industrial  development  for  export  markets  is  silly”.  One  could  have  said 
that  of  Germany  in  1850,  or  of  Ae  United  States  as  late  as  1900.  It  is  obvi¬ 
ously  nonsensical.  What  is  important  in  this  context  is  not  where  the  country 
now  is,  but  what  its  future  must  be,  having  regard  to  the  limits  of  its  natural 
resources  and  to  the  principle  of  comparative  cost. 

The  persistence  of  this  attitude  is  hard  to  understand.  In  1949  I  was  asked 
by  the  Garibbean  Commission  to  write  a  report  on  this  subject.  In  the  light 
of  this  analysis  I  turned  to  consider  what  possible  markets  there  might  be 
for  light  manufactures  exported  from  the  West  Indies.  I  said  that  the  coun¬ 
tries  in  a  similar  position  to  the  West  Indies,  especially  Latin  America,  were 
likely  to  develop  the  same  land  of  manufactures  as  the  West  Indies,  so  that 
it  was  useless  to  look  for  major  markets  there.  One  should  look  for  markets 
1  rather  to  the  countries  which  were  well  endowed  with  industrial  resources, 
particularly  with  heavy  industry;  these  would  find  it  profitable  to  concentrate 
on  manufacturing  heavy  industries,  and  would  be  able  to  import  light  manu- 
factiu-es.  I  gave  Britain  as  an  example.  At  once  several  people  said  that  I  was 
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talking  through  my  hat,  as  Britain  being  a  highly  developed  industrial  coun¬ 
try,  would  not  import  manufactures.  Well  within  the  next  three  or  four  years 
Britain  developed  an  enormous  importation  of  textiles  from  India  and  Hong 
Kong,  revealing  a  market  which  if  the  West  Indies  had  gone  into  it  would 
have  provided  a  very  substantial  level  of  employment  here  for  us.  What  was 
the  difiFerence  between  India  and  Hong  Kong  on  the  one  hand,  and  the  West 
Indies  on  the  other?  ...  I  suggest  to  you  among  other  phenomena  a  lack 
of  initiative,  a  lack  of  imagination,  a  lack  of  willingness  to  take  the  risks 
of  developing  an  export  trade  in  manufactures.  This  willingness  to  take  risks 
is  not  evenly  spread  throughout  the  world,  but  we  shall  have  to  develop  it 
here  if  we  are  to  make  a  living  from  our  meagre  resources. 

Now  I  hope  you  will  not  misunderstand  me.  I  have  never  anywhere  sug¬ 
gested  that  industrialization  is  the  one  and  only  solution  for  West  Indian 
problems.  The  West  Indies,  or  any  other  country,  has  to  make  the  best  use 
of  every  resource  that  it  has?  of  land,  of  water,  of  mountain  scenery,  of  cli¬ 
mate,  and  of  skill;  every  conceivable  resource  that  we  have  must  be  ex¬ 
ploited  to  the  full.  All  I  have  said  on  this  subject  is  that  when  we  have  ex¬ 
ploited  everything  that  we  can  exploit  to  the  full  we  will  find  .  .  .  that  the 
net  result  will  be  that  we  have  developed  ourselves  as  importers  of  food  and 
raw  materials  and  as  exporters  of  manufactures.  Why  this  proposition  is  still 
regarded  in  the  West  Indies  as  revolutionary  beats  me. 

m 

These  remarks  on  industrialization  have  diverted  me  from  my  theme.  I 
have  said  that  the  level  of  employment  in  the  high  wage  sector  of  economy 
depends  upon  three  things:  upon  the  resources  used  in  that  sector,  upon  its 
technology,  and  upon  the  level  of  wages.  I  have  said  that  an  increase  of 
resources  must  lead  to  an  increase  in  employment,  subject  to  an  appropriate 
deployment  of  international  trade.  I  come  now  to  technology. 

Instinctively  we  all  stress  the  importance  of  technology  and  of  education 
in  economic  development.  Nevertheless  it  is  a  very  old  story  that  an  improve¬ 
ment  in  technology  may  actually  reduce  employment  and  indeed  in  the  ex¬ 
treme  case  may  even  reduce  the  national  income.  The  theoretical  argument 
dates  back  to  the  last  chapter  of  Ricardo’s  Principles.  Ricardo  wrestled  with 
the  problem.  He  admitted  that  in  the  short  run  the  new  technology  might 
reduce  the  national  income,  but  he  argued  that  it  could  not  do  so  in  the 
long  run.  He  believed  that  the  level  of  saving  and  investment  depends  not 
on  the  size  of  national  income  but  on  the  amount  of  profits.  So  the  higher 
the  level  of  profits  the  higher  the  level  of  saving;  and  therefore  the  higher 
die  rate  of  capital  accumulation.  Now,  said  Ricardo,  what  is  important  in 
the  long  run  is  the  increase  in  the  level  of  employment,  and  this  is  dependent 
upon  the  rate  of  capital  accumulation.  A  new  technology  will  not  be  adopted 
unless  it  raises  profits,  and  in  raising  profits  it  raises  the  rate  of  saving  and 
the  rate  of  capital  acciunulation.  It  therefore  raises  the  rate  at  which  employ 
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merit  grows.  The  absolute  level  of  income  and  of  employment  may  be  re¬ 
duced  by  the  new  technology,  but  since  the  rate  of  growth  is  increased,  em¬ 
ployment  must  in  tlie  long  run  be  greater  than  it  would  have  been  without 
the  new  technology. 

If  one  accepts  the  Ricardian  postulate  that  the  level  of  saving  is  a  function 
of  the  level  of  profits  rather  than  of  national  income,  then  the  most  important 
tiling  to  do  in  economic  development  is  to  maximize  profits  —  don’t  mind 
5  about  employment  in  the  short  run,  and  don’t  even  mind  the  national  income. 
The  most  important  thing  to  do  is  to  maximize  profits  and  the  rate  of  capital 

(accumulation,  and  so  ultimately  die  level  of  employment  and  the  national 
income.  The  Ricardian  postulate  I  should  think  valid  of  pure  capitalist  eco- 
|i  nomies.  But  it  does  not  have  to  be  valid;  economies  do  not  have  to  be  con- 

i  ducted  on  the  basis  that  the  level  of  saving  is  primarily  a  function  of  the 

^  level  of  profits.  I  shall  argue  later  that  the  West  Indian  economy  should  not 
be  conducted  on  that  basis,  and  it  will  follow  from  this  argument  that  I  do 
not  accept  the  Ricardian  conclusion. 

My  approach  to  this  problem  follows  a  different  line.  One  can  establish 
theoretically  as  Ricardo  did,  that  some  kinds  of  technological  progress  are 
harmful  to  the  level  of  income  and  of  employment  even  though  they  increase 
profits.  Not  all  kinds;  much  technological  progress  increases  the  level  of  em¬ 
ployment,  and  much  is  neutral.  However,  some  types  have  adverse  effects. 
Yet  in  practice  1  would  be  very  reluctant  to  interfere  with  technological  pro¬ 
gress  because  one  can  never  be  certain  what  technological  progess  is  going 
to  do.  It  always  opens  up  new  opportunities  the  ultimate  results  of  which 
cannot  be  foreseen.  For  example,  when  the  British  started  to  build  cotton  fac¬ 
tories  it  was  undoubtedly  arguable  that  as  the  hand  loom  weavers  could  pro¬ 
duce  what  was  wanted,  the  increase  in  profits  was  not  matched  by  an  in¬ 
crease  in  output;  all  one  got  at  first  was  more  profits  and  less  employment. 
Nevertheless  it  turned  out  that  the  introduction  of  the  factory  system  was 
the  important  thing  and  not  the  production  of  cotton.  What  was  important 
was  that  the  cotton  factories  pioneered  in  a  new  technique  of  organizing 
human  labour  on  a  large  scale,  which  spread  all  through  the  world,  and  ap¬ 
plied  ultimately  to  nearly  every  kind  of  production.  So  that  one  can  never 
be  certain  that  technological  progress  will  be  adverse,  because  one  cannot 
foresee  its  ultimate  effects. 

This  problem  has  not  arisen  to  any  great  extent  in  the  West  Indies,  mainly 
because  the  amount  of  small  scale  production  for  the  home  market  has  not 
been  large.  In  some  islands  measures  have  been  taken  to  restrain  the  develop¬ 
ment  of  large  scale  factories  in  the  extraction- of  oil  from  copra,  in  the  in¬ 
terest  of  small  scale  production.  Much  the  same  argument  is  used  in  retail 
trading.  For  example,  in  parts  of  West  Africa  there  has  been  a  clamour  to 
restrain  improvements  in  the  technology  of  retail  trade,  in  order  to  protect 
the  interests  of  small  traders;  this  issue  being  tied  up  in  West  Africa  also  with 
racial  considerations,  the  innovators  being  largely  Syrians  and  the  small 
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traders  Africans.  The  most  important  case  in  the  West  Indies  is  the  sugar 
industry.  Barbados  is  probably  the  best  example  of  this.  The  island  is  un¬ 
doubtedly  overpopulated,  with  a  vast  surplus  of  labour.  It  obviously  does 
not  make  economic  sense  for  the  Barbadians  to  use  their  limited  foreign  ex¬ 
change  reserves  to  import  machinery  to  do  forms  of  work  on  sugar  plantations 
which  could  just  as  well  be  done  by  human  labour.  And  yet  at  the  current 
level  of  wages  it  pays  the  sugar  producers  to  do  so.  Their  case  is  that  since 
they  produce  for  a  competitive  market  they  cannot  neglect  innovations  which 
are  introduced  elsewhere. 

One  could  answer  this  case  by  subsidizing  labour,  i.e.,  by  subsidizing  em¬ 
ployment.  Thus  one  would  lower  the  cost  of  labour  relatively  to  the  cost  of 
imported  machinery  and  thereby  make  it  more  profitable  for  the  Barbadian 
planters  to  use  labour  rather  than  to  use  machinery.  This  however,  brings 
me  to  the  third  factor,  the  wage  level  which  determines  the  level  of  employ¬ 
ment  in  the  high  wage  sector,  and  I  would  like  to  turn  to  exploring  this. 

IV 

Just  as  in  the  case  of  technological  improvements  the  result  may  run  either 
way,  so  in  the  case  of  wages  an  increase  in  wages  may  either  reduce  or  in¬ 
crease  the  level  of  employment.  We  are  all  accustomed  to  thinking  that  an 
increase  in  wages  must  necessarily  reduce  employment,  but  of  course  there 
has  been  much  evidence  to  the  contrary. 

There  are  two  exceptional  cases.  There  is  the  case  where  the  increase  in 
wages  improves  the  physical  or  the  psychological  condition  of  the  labourer, 
and  therefore  makes  it  possible  for  him  to  do  correspondingly  more  work. 
This  phenomenon  is  frequently  found  in  the  early  stages  of  capitalism  before 
capitalists  have  learnt  their  business.  It  is  obviously  not  in  the  interest  of  an 

employer  to  pay  a  man  such  low  wages  that  he  is  not  able  to  do  his  work 
properly.  In  most  modern  economies  capitalists  have  learned  to  enquire  very 
carefully  how  many  calories  are  being  consumed  by  their  workers,  how 
much  protein,  and  how  happy  they  are  at  their  work.  I  should  imagine  that 
in  the  West  Indies,  sugar  employers,  bauxite  employers  and  oil  employers 

are  very  well  up  on  these  matters,  so  that  this  exception  does  not  apply  in 
their  case,  though  I  can  well  imagine  that  there  are  many  other  parts  of  the 
West  Indian  economy  where  it  would  apply. 

The  second  exception  is  where  the  increase  in  wages  squeezes  profits, 
wakes  the  employer  up,  and  forces  him  to  adopt  new  managerial  techniques. 

This  phenomenon  too  belongs  to  the  early  stages  of  capitalism  and  is  not 
very  likely  in  the  more  advanced  sectors  of  the  West  Indian  economy,  though 
very  likely  indeed  over  a  considerable  range. 

Apart  from  these  two  exceptions,  if  one  lowered  the  level  of  wages  —  real 
wages  —  one  would  have  more  employment.  There  would  be  less  substitution 
of  capital  for  labour;  and  there  would  also  be  an  incentive  to  adopt  tech¬ 
nologies  which  are  more  appropriate  to  a  low  wage  level.  In  an  open  economy 


EMPLOYMENT  POLICY  IN  AN  UNDERDEVELOPED  AREA 


51 


igar 
un¬ 
ices 
ex¬ 
ions 
rent 
ince 
inch  I 
I 

em-  , 
t  of  I 
iian  I 
ings  i 
loy- 
s. 


ther 
•  in- 
t  an 
lere 

5  in 
irer, 
ork. 
fore 
E  an 
/ork 
/ery 
bow 
that 
yers 

y  in 
the 

fits, 

ues. 

not 

ugh 

real 

tion 

Bch- 

3my 


where  some  capital  comes  in  and  some  goes  out,  it  might  lead  to  a  very 
large  increase  in  the  level  of  employment,  since  a  fall  in  wages  might  make 
employment  so  profitable  that  there  was  a  very  large  influx  of  capital  from 
abroad.  Similarly  a  rise  in  wages  may  lead  to  a  very  large  efflux  of  capital 
because  of  the  fall  in  the  rate  of  profit.  Most  observers  of  the  West  Indian 
scene  have  concluded  that  real  wages  are  too  high  in  the  West  Indies  in  the 
sense  that  if  wages  were  lower  the  national  income  in  the  West  Indies  would 
be  larger,  and  the  volume  of  employment  would  also  be  larger.  I  see  no 
reason  to  dispute  this  judgment.  The  evidence  for  it  is  the  slow  growth  of 
employment  in  the  high  wage  sector  of  the  economy,  and  the  continuance  of 
a  large  pool  in  the  low  earnings  sector.  However,  where  do  we  go  from  here? 

There  is  no  prospect  of  reducing  the  level  of  money  wages;  consequently 

if  one  wished  to  proceed  by  reducing  the  level  of  real  wages,  one  would 

have  to  investigate  the  routes  for  lowering  real  wages  without  lowering 
money  wages.  This  is  essentially  a  matter  of  raising  the  cost  of  living  with¬ 
out  raising  money  wages  correspondingly.  It  can  be  done  in  various  ways. 
Firstly,  one  could  raise  import  duties;  this  raises  the  cost  of  living,  and  stimu¬ 
lates  the  production  of  import  substitutes,  thus  increasing  employment.  Or, 
[  if  the  imports  continue  to  come  in,  use  the  proceeds  of  the  taxation  to  sub- 

r  sidize  the  production  of  exports;  raise  employment  in  that  way.  Secondly 

there  is  the  possibility  of  devaluation,  which  is  the  simplest  way  to  achieve 
at  the  same  time  both  a  cut  in  imports  and  an  increase  in  exports.  Devalu¬ 
ation  is  the  orthodox  remedy  for  the  high  wage  situation,  the  remedy  which 
has  been  adopted  at  one  time  or  another  by  every  single  advanced  country 
in  the  world  —  the  United  States,  France,  Germany,  Britain  —  any  country 
that  you  may  care  to  name  except  Switzerland.  Yet  whenever  this  matter  is 
j  suggested  in  the  West  Indies  hands  are  raised  in  horror  —  this  is  a  form  of 
wickedness  which  we  would  never  contemplate!  Bearing  this  horror  in  mind 

I  hasten  to  remind  you  that  I  am  not  advocating  devaluation,  I  am  merely 
engaged  in  exploring  various  ways  that  there  are  of  reducing  the  level  of 
t  real  wages  without  reducing  money  wages.  The  third  of  these  is  to  increase 
r  employment  by  subsidizing  employers,  presumably  levying  the  taxes  on  the 
1  employees,  which  would  reduce  their  real  standards  of  living  and  at  the 

same  time  increase  the  profits  of  employers.  One  method  of  doing  this,  which 
is  now  universal  in  the  West  Indies,  is  pioneer  tax  relief.  Pioneer  tax  relief 
is  a  form  of  subsidy  to  employers.  The  loss  of  revenue  presumably  has  to  be 
j  made  up  by  taxing  the  rest  of  the  population. 

All  these  methods  have  the  same  purpose  of  lowering  the  level  of  real 
*  wages,  increasing  the  level  of  profits,  and  increasing  employment  and  the 
I  national  income.  They  are  therefore  all  subject  to  the  same  objections.  Firstly 
they  are  subject  to  the  objection  that  with  the  fall  in  real  wages  there  is  an 
I  increase  in  profit.  This  is  indeed  the  whole  point  of  the  exercise:  to  make 
1  it  more  profitable  for  employers  to  employ  more  people.  One  should  note 
i  that  it  is  an  increase  in  the  rate  of  profit,  and  not  necessarily  an  increase  in 
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the  share  of  profits  in  the  national  income  since  the  latter  depends  on  what 
happens  to  the  level  of  employment.  If  a  small  increase  in  the  rate  of  profit 
could  bring  about  a  large  increase  in  the  level  of  employment  the  share  of 
wages  in  the  national  income  would  actually  be  increased  and  there  would 
be  also  a  very  much  larger  national  income.  If  you  don’t  like  this,  then  you 
must  think  in  terms  not  of  a  capitalist  economy  but  of  a  socialist  economy,  be¬ 
cause  this  is  how  capitalist  economies  work.  They  depend  for  their  dynamic 
on  private  profits.  If  you  want  to  run  a  system  on  this  basis  you  must  have 
a  high  rate  of  profit.  Not  that  a  socialist  economy  can  afford  a  much  higher 
wage  level;  here  too  profits  are  needed  in  order  to  pay  for  public  services 
through  taxation,  and  in  order  to  finance  capital  formation.  The  main  dif¬ 
ference  is  that  the  profits  are  on  public  rather  than  on  private  accoimt. 

The  second  objection  to  all  these  methods  of  trying  to  reduce  real  wages 
is  that  diey  may  be  ineffective.  If  when  the  cost  of  living  rises,  workers 
merely  demand  and  get  correspondingly  higher  money  wages,  the  exercise 
is  pointless.  Now  something  like  this  tends  to  happen,  but  it  is  clear  that  it 
need  not  and  does  not  usually  go  all  the  way.  Many  countries  have  devalued, 
and  though  there  has  been  some  increase  in  money  wages,  the  increase  has 
not  been  large  enough  completely  to  offset  the  devaluation. 

The  third  objection  is  at  the  administrative  level,  and  it  runs  much  as  fol¬ 
lows.  The  economic  system  is  full  of  imperfections,  and  there  is  therefore 
always  the  strong  temptation  to  take  administrative  action  to  remedy  its 
defects.  However,  administrative  action  is  itself  worse  than  the  defects  which 
It  seeks  to  remedy,  because  the  moment  a  government  begins  to  “interfere” 
with  the  economic  system  it  opens  the  way  to  forms  of  corruption,  lobbying 
and  administrative  inefiBciency  which  are  worse  than  the  defects  which  you 
are  trying  to  deal  with.  This  objection  is  clearly  valid  in  a  number  of  coun¬ 
tries;  and  clearly  untrue  in  a  number  of  other  countries.  Whether  it  is  true 
or  untrue  of  the  British  West  Indian  Federation  you  will  be  able  to  answer 
better  than  I. 


V 

Now  I  have  reached  the  end  of  my  analysis.  I  can  sum  it  up  as  follows. 
The  level  of  employment  and  of  national  income  can  be  increased  in  three 
ways.  By  spending  more  upon  technology,  by  operating  upon  wages,  and  by 
increasing  the  quantity  of  physical  resources.  Under  the  heading  of  tech¬ 
nology  we  must  obviously  encourage  all  those  innovations  which  are  favour¬ 
able  to  employment  and  to  output  as  a  whole.  We  could  also  discourage  those 
which  are  certain  to  reduce  employment  or  output,  but  I  have  suggested  .that 
we  would  be  wiser  not  to  restrict  technological  improvement.  So  the  net 
result  under  this  heading  is  an  enormous  programme  of  expenditure,  on  re¬ 
search,  education,  and  the  improvement  of  the  human  material. 

Under  wages,  we  could  reduce  real  wages  not  by  forcing  down  money 
wages  but  by  raising  the  cost  of  living  through  one  of  the  various  ways  that 
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I  mentioned.  The  purpose  of  this  would  be  to  raise  profits  and  so  employ¬ 
ment  and  income,  at  the  expense  of  reducing  the  standards  of  living  of  those 
who  work.  How  far  this  is  politically  practicable  I  am  not  competent  to 
judge.  Perhaps  I  should  reiterate  that  this  is  not  the  only  way  to  increase 
the  level  of  employment;  this  is  one  of  three  ways,  and  if  you  judge  that  it 
is  politically  impracticable  to  do  anything  whatsoever  about  the  level  of 
wages  then  it  follows  not  that  you  must  have  a  low  level  of  employment,  but 
that  you  must  be  prepared  to  do  all  the  more  to  improve  technology  and 
to  provide  capital  resources.  For,  whatever  the  level  of  wages  may  be,  the 
level  of  employment  and  output  will  always  be  larger  if  labour  is  more  pro¬ 
ductive. 

Our  third  remedy  is  more  capital.  Very  fortunately  it  has  been  left  to 
Mr.  Prest  and  to  Sir  Donald  MacDougall  to  tell  us  in  detail  where  this  is 
to  come  from,  but  I  wish  to  forestall  them  by  saying  my  piece  on  this  sub¬ 
ject,  because  I  wish  to  say  very  firmly  that  in  my  judgment  the  West  Indies 
can  supply  all  the  capital  that  is  required  if  it  is  prepared  to  do  so. 

Let  us  first  ask  what  is  the  required  order  of  magnitude.  We  need  for  de¬ 
velopment  purposes  something  like  an  extra  five  or  six  per  cent  of  national 
income  in  order  to  add  something  like  two  per  cent  per  annum  to  our  present 
rate  of  growth.  Five  or  six  per  cent  of  the  national  income  per  annum  is  the 

price.  It  is  a  very  low  price  even  if  you  were  to  assume  that  we  achieved  it 
all  at  once  by  having  an  immediate  reduction  in  consumption.  For  if  by  tak¬ 
ing  six  per  cent  off  now,  we  could  raise  consumption  by  two  per  cent  per 
annum,  we  should  have  caught  up  again  in  three  years.  Three  years  of  in¬ 
vesting  six  per  cent  more  of  the  national  income  would  bring  us  back  to 
where  we  would  otherwise  have  been,  and  give  us  a  faster  rate  of  increase 
of  the  national  income  than  we  had  before.  Now  to  do  it  all  at  once  would 
be  heroic.  Well,  the  national  income  per  head  is  actually  increasing.  So  all 
that  we  need  to  do  is  to  stop  consumption  per  head  increasing  so  rapidly  for 
a  while,  and  within  say  ten  years  we  could  have  increased  the  amount  of 
resources  available  for  development  purposes  by  five  or  six  per  cent  of 
national  income  painlessly,  in  the  sense  of  without  having  caused  consump¬ 
tion  to  stop  growing. 

How  would  we  get  hold  of  this  six  per  cent?  By  taxation.  It  cannot  be 
done  simply  by  making  propaganda  urging  people  to  save.  It  could  be  done 
by  increasing  the  level  of  taxation  and  using  the  proceeds  for  capital  form¬ 
ation  and  for  the  improvement  of  the  human  material.  That  is  to  say,  for 
spending  in  the  public  sector  on  research,  education,  public  health  and  so 
forth,  and  for  spending  in  the  public  and  private  sectors  on  capital  formation; 
in  the  public  sector  on  land  reclamation,  electricity,  water  supplies,  and  so  on; 
and  by  lending  capital  to  the  private  sector,  through  the  agricultural  credit  in¬ 
stitutions,  and  through  industrial  banks  and  residential  building  agencies. 

This  opinion  Aat  the  West  Indies  can  raise  all  the  capital  it  needs  from 
its  own  resources  is  bound  to  shock  many  people,  because  West  Indians  like 
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to  feel  that  ours  is  a  poor  conununity.  But  the  fact  of  the  matter  is  that  at 
least  half  of  the  people  in  the  world  are  poorer  than  we  are.  The  standard 
of  living  in  the  West  Indies  is  higher  than  the  standard  of  living  in  India,  or 
China,  in  most  of  the  countries  of  Asia,  and  in  most  of  the  countries  of  Africa. 
The  West  Indies  is  not  a  poor  community;  it  is  in  the  upper  bracket  of 
world  income.  It  is  capable  of  producing  the  extra  five  or  six  per  cent  of 
resources  which  is  required  for  this  job,  just  as  Ceylon  and  Ghana  are  finding 
the  money  they  need  for  development  by  taxing  themselves.  It  is  not  neces¬ 
sary  for  us  to  send  our  statesmen  around  the  world  begging  for  help.  If  help 
is  given  to  us  let  us  accept  it,  but  let  us  not  sit  down  and  say  nothing  can 
be  done  until  the  rest  of  the  world  out  of  its  goodness  of  heart  is  willing  to 
grant  us  charity. 

And  now  I  have  done  altogether.  The  task  of  the  economist  qua  economist 
in  analyzing  the  problems  of  economic  development  is  very  simple.  There  is 
no  secret  formula  for  economic  development.  Economists  do  not  know  any¬ 
thing  more  about  this  than  is  known  to  the  man  in  the  street.  Development 
means  building  for  the  future  by  restraining  ourselves  in  the  present.  Very 
simple  analytically,  difficult  politically.  But  when  one  says  that  though  some 
policy  is  the  right  thing  to  do  it  is  difficult  to  achieve  politically,  one  is  say¬ 
ing  only  that  in  a  democratic  community  it  is  the  duty  of  ail  of  us  who 
think  we  understand  these  matters  to  take  part  in  educating  our  fellow  citi¬ 
zens.  In  a  democratic  community  the  right  thing  can  always  be  done  if  the 
makers  of  public  opinion  understand  that  it  is  the  right  thing.  This  is  the 
challenge  which  now  faces  the  West  Indies.  Our  statesmen  have  to  use  all 
their  courage,  all  their  imagination,  and  all  their  powers  of  persuasion  to 
make  our  people  understand  that  this  is  a  job  which  has  to  be  done,  and 
which  can  be  done.  There  are  still  people  in  the  world  who  doubt  whether 
we  shall  rise  to  this  occasion.  It  is  for  us  to  prove  them  wrong. 

ECONOMIC  DEVELOPMENT  IN  A  CONTEXT  OF  LOW 
POPULATION  PRESSURE 

By 

H.  D.  Huggins  and  G.  E.  Cumper 

I.  High  and  Low  Population  Pressure  in  the  British  Caribbean  Area 

The  governments  and  even  the  pubUcs  of  the  British  territories  in  this  area 
have  long  been  aware  of  the  paradox  offered  by  the  presence  within  one 
political  frame  and  one  region  of  the  island  units,  where  the  crude  ratio  of 
population  to  land  area  is  high  on  the  world  scale,  and  the  mainland  terri¬ 
tories  of  British  Guiana  and  British  Honduras,  where  the  population/land 
ratio  is  substantially  lower.  There  have  been  many  discussions  of  the  possi- 
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biiity  of  relieving  the  economic  situation  in  the  “crowded”  islands  by  inducing 
part  of  their  population  to  migrate  to  the  larger  territories,  and  neither  the 
practical  difficulties  in  the  way  of  such  scheme  nor  the  growing  reluctance  of 
the  mainland  units  to  act  as  hosts  to  any  sizeable  migration  has  removed  the 
issue  from  the  public  mind.  It  is  worthwhile  to  begin  this  paper  by  examin¬ 
ing  the  difference  in  population/land  ratios  between  islands  and  mainland 
in  some  detail. 

The  most  obvious  measure  of  population  pressiu’e,  and  that  from  which  a 
discussion  of  territorial  differences  can  conveniently  start,  is  the  ratio  of  total 
population  to  total  land  area.  The  islands  show  figures  of  population  per  100 
acres  which  range  from  a  low  of  24  in  Dominica  to  a  high  of  188  in  Barbados, 
with  a  mode  around  50.  The  mainland  territories  show  figures  of  roughly 
one  person  per  100  acres;  tlie  difference  at  this  level  is  by  a  factor  of  fifty. 

But  there  are  many  ways  in  which  the  crude  comparison  based  on  total 
areas  may  be  misleading.  The  idea  of  population  pressvure  implies  a  ratio,  not 
between  population  and  space,  but  between  population  and  resources.  More¬ 
over,  we  are  concerned  with  resources  only  so  far  as  they  are  usable  in  some 
fairly  immediate  sense.  In  most  of  the  islands  it  is  reasonable  to  regard 
their  resources  as  consisting  in  their  agricultural  land,  ignoring  the  probably 
small  value  of  minerals  and  leaving  aside  the  thorny  problem  of  the  resource 
value  of  sun  ar.d  sand  to  a  potential  tourist  area.  On  this  view  we  may  relate 
population  not  to  the  total  area  but  to  cultivable  area  as  measured  in  their 
agricultural  censuses.  A  comparison  of  the  islands  on  this  basis  shows  that 
the  ratio  of  population  per  100  acres  of  cultivable  land  has  a  fairly  narrow 
range  —  generally  between  140  and  220  persons  per  100  acres,  with  only 
Dominica  (97  persons  per  100  acres)  and  Barbados  (324  persons  per  100 
acres)  lying  outside  these  limits.  If  it  were  possible  to  make  a  further  allow¬ 
ance  for  quality  of  land  —  for  the  ruggedness  of  Dominica  and  the  flatness 
of  Barbados,  for  example  —  the  range  would  no  doubt  be  further  narrowed. 
But  the  application  of  this  approach  to,  say,  British  Guiana  immediately 
raises  difficulties.  The  sample  census  of  1952  gives  the  area  of  occupied  farm 
land  as  about  3  million  acres.  Of  this  only  about  300,000  acres  is  “improved”, 
the  greater  part  of  the  remainder  being  accounted  for  by  savanna  lands,  suit¬ 
able  mainly  for  grazing,  whose  “cultivability”  is  hard  to  assess.  Counting  the 
savannas  as  part  of  the  cultivable  area  we  obtain  a  figure  of  something  like 
10  persons  per  100  acres.  At  this  level  therefore  the  effective  population  den¬ 
sity  on  the  mainland  is  still  less  than  that  in  the  islands  by  a  factor  of  about 
twenty. 

If  now  we  examine  the  relation  between  population  and  the  area  actually 
under  cultivation  we  find  the  gap  between  the  mainland  and  the  islands  is 
much  reduced.  On  this  basis  Jamaica  is  actually  the  most  densely  populated 
of  the  islands  (about  370  persons  per  100  cultivated  acres  in  1953)  and  even 
so  shows  a  density  only  twice  that  of  British  Guiana  (about  190  persons  per 
100  cultivated  acres  in  1952).  These  data  reflect  a  key  point  in  any  consid- 
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eration  of  the  development  problem  of  British  Guiana  —  that  it  is  not,  as 
the  crude  population  density  figures  might  suggest,  a  country  uniformly  set¬ 
tled  at  a  low  density,  but  a  country  in  which  an  area  of  relatively  intense 
development  along  the  coast  exists  side  by  side  with  an  almost  unpopulated 
hinterland.  The  British  Guiana  and  British  Honduras  Settlement  Commis¬ 
sion  (5)  summed  up  the  position  in  1948  as  follows: 

In  round  figures  the  luea  of  the  Colony  is  83,000  square  miles  and  the  population 
377,000,  of  vmom  90,000  live  in  Georgetown  and  other  coastal  towns  and  264,000 
in  the  ribbon  of  coastland.  In  the  rest  of  the  Colony,  the  “interior”,  which  amounts 
to  some  96  per  cent  of  the  whole,  there  are  only  23,000  people,  or  one  person  to 
about  three  and  a  half  square  miles.  Nearly  all  of  these  are  mouped  at  certain  places, 
such  as  Bartica,  the  bauxite  workings  at  Mackenzie,  the  gold  dredging  and  reef  pro¬ 
specting  in  the  Potaro  area,  and  some  small  settlements  in  the  Middle  Mazaruni, 
leaving  great  areas  of  forest  and  savannah  seldom  or  never  trodden  by  man. 

British  Honduras,  the  other  British  mainland  territory,  appears  to  present 
a  slightly  different  type  of  economy.  It  is  true  that  half  its  population  of 
about  70,000  is  concentrated  in  the  towns,  and  mainly  in  Belize,  the  capital. 
But  it  lacks  the  homogeneous  area  of  intensive  agricultme  which  characterizes 
British  Guiana,  and  a  greater  proportion  of  its  national  product  comes  from 
industries  which  are  characteristically  those  of  a  thinly  settled  forest  area  — 
forestry,  milpa  farming  and  chicle  collection. 

A  detailed  account  of  the  population  and  economy  of  each  of  these  terri¬ 
tories  is  given  in  the  report  of  the  Settlement  Commission.  For  British  Guiana 
a  more  convenient  and  more  up-to-date  summary  is  to  be  foimd  in  the  report 
of  the  I.B.R.D.  mission  to  that  territory  (3).  For  British  Honduras  Carey  Jones’ 
“The  Pattern  of  a  Dependent  Economy”  (4)  presents  fuller  and  rather  more 
recent  economic  data  in  national  income  form.  On  the  whole,  the  information 
on  British  Guiana  is  fuller  and  more  available  than  that  on  the  other  main¬ 
land  territory,  and  for  that  reason  and  because  they  have  no  personal  acquaint¬ 
ance  with  Honduranian  conditions  the  authors  of  this  paper  have  preferred 
to  discuss  mainly  the  case  of  British  Guiana. 

II.  Factor  Incomes  in  Jamaica  and  British  Guiana 

The  peculiarity  of  the  Guianese  case  appears  if  we  consider  the  level  of 
factor  incomes  in  Jamaica  and  British  Guiana.  It  would  appear  to  be  obvious 
that  if  we  consider  two  territories  with  different  population/resource  ratios 
(however  resource  is  defined)  the  income  per  head  of  labour  will  be  higher 
and  the  rent  of  land  lower  in  the  territory  in  which  labour  is  relatively  scarce 
and  land  relatively  plentiful,  other  things  being  equal. 

In  fact  such  data  as  are  available  suggest  that  factor  incomes  are  very 
similar  in  Jamaica  and  British  Guiana.  The  national  income  per  head  is  al¬ 
most  identical  (about  £.60  per  head  in  1952).  Such  information  as  there  is 
on  wage  rates  suggests  little  difference.  Average  land  values  in  the  coastal 
area  appear  according  to  the  1952  agricultural  survey  of  British  Guiana  to 
run  at  around  £20  per  acre,  and  in  the  most  favoured  districts  to  reach 
about  £100  per  acre,  which  would  put  them  roughly  in  line  with  the  values 
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of  Jamaican  agricultural  land.  The  savanna  lands,  on  the  other  hand,  show 
extremely  low  values.  Yields  in  the  principal  crops  are  at  least  roughly  in 
line  in  the  two  territories. 

Further,  the  whole  shape  of  the  economies  of  the  two  territories  is  similar. 
In  occupational  distribution,  in  the  importance  of  “underemployed”  occu¬ 
pations  such  as  domestic  service  and  small  trade,  in  the  general  conditions  of 
labour  and  organization  of  production  the  two  economies  clearly  belong  to 
the  same  class.  An  apparent  exception  is  the  extent  of  unemployment,*  but 
this  point  cannot  carry  great  weight  against  the  general  similarity  of  the  two 
economies. 

Here  again,  then,  we  have  reason  to  regard  the  Guianese  economy  as  one 
in  which  areas  of  high  and  low  population  pressure  exist  side  by  side,  rather 
than  as  one  of  general  low  pressure. 

III.  The  Historical  Approach 

The  discussion  of  development  under  conditions  of  high  population  pres¬ 
sure  is  usually  conducted  with  one  eye  on  a  set  of  historical  examples,  of 
which  that  of  Britain  as  a  prototype  and  that  of  Japan  as  a  more  modern 
example  are  perhaps  the  most  common.  It  is  natural  to  look  for  a  similar  his¬ 
torical  precedent  for  development  under  conditions  of  low  population  pres¬ 
sure.  In  a  general  sense,  of  course,  a  low  nominal  population  density  has 
occurred  at  some  stage  in  the  development  of  most  areas.  But  there  are  cer¬ 
tain  examples  of  countries  where  the  general  processes  of  development  and 
the  levels  of  income  reached  are  similar  to  those  of  the  classic  cases  of  in¬ 
dustrial  development  but  where  the  ratio  of  population  to  area  has  been 
kept  at  a  low  level.  The  most  obvious  are  Austraha  and  New  Zealand,  but 
the  United  States  should  also  be  reckoned  in  this  category.  The  two  former 
countries  are  a  particularly  useful  example  because  it  is  possible  to  separate 
their  relatively  short  histories  into  two  distinct  periods  —  the  earlier,  when 
the  area  under  settlement  was  expanding  rapidly,  and  the  more  recent  when 
the  rate  of  expansion  has  fallen  off.  The  experience  of  both  periods  is  rele¬ 
vant  to  the  Guianese  problem,  but  it  is  more  convenient  to  consider  them 
separately. 

Both  Australia  and  New  Zealand  show  certain  important  features  of  the 
process  of  development  when  both  population  and  area  of  settlement  are 
increasing  features  which  can  also  be  seen  in  the  history  of  American  de¬ 
velopment.  In  both  cases  the  process  of  settlement  began  with  planned,  sub¬ 
sidized,  “artificial”  colonies.  In  both,  the  great  advances  in  settlement  and 
the  great  surges  of  population  were  associated  with  the  discovery  of  new 
types  of  economic  activity  whose  characteristic  was  the  high  yield  made  pos- 

*At  the  census  of  1946  the  Guianese  rate  of  unemployment  was  only  2.5  per  cent,  which 
seems  to  present  a  sharp  contrast  with  the  Jamaican  rates  at  either  the  1943  census  (more  than 
20  per  cent)  or  the  1953  survey  (about  15  per  cent).  But  the  Guianese  census  was  taken  in 
crop  time,  whereas  the  Jamaican  figures  relate  to  the  out  of  crop  season;  moreover,  an  aux- 
\  iliary  tabulation  of  the  Jamaican  1953  data  reduces  the  ‘true’  unemployment  rate  to  4.7  per  cent. 
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sible  by  the  association  of  small  quantities  of  labour  with  virgin  lands  —  sheep  I 
farming  on  the  most  unintensive  scale,  gold  washing.  These  passed  over  to  I 
more  heavily  capitahzed  forms  of  agriculture  and  mining  as  the  population  ’ 
increased.  It  is  suggestive  to  consider  the  analogy  of  sheep  farming  in  Aus¬ 
tralia,  not  merely  with  the  obvious  American  parallel  —  the  ranch  farming 
of  the  Great  Plains  —  but  with  the  trappers  and  hunters  who  for  so  much 
of  American  history  formed  the  skirmishing  line  in  advance  of  the  frontier 
of  settlement.  In  both  Australia  and  New  Zealand,  as  almost  throughout  the 
world  in  the  beginning  of  the  railway  age,  communications  attracted  a  great 
share  of  investment,  public  and  private,  and  much  of  this  investment  was 
unremunerative  to  the  investors.  Finally,  the  process  of  development  was  al¬ 
most  unintermitted  until  the  end  of  the  nineteenth  century;  there  were  occa¬ 
sional  pauses  when  the  society  seemed  in  danger  or  in  hope  of  achieving 
stability,  but  each  was  ended  by  some  new  hne  of  economic  activity. 

More  recently  the  frontier  in  these  countries,  as  in  America,  has  become  re¬ 
latively  stabilized.  There  have  begun  to  take  place  changes  analogous  to 
those  familiar  from  a  much  earher  period  in  the  history  of  the  “advanced* 
or  “industrial”  countries.  In  the  terminology  of  the  students  of  the  American 
frontier,  the  frontier  has  changed  from  a  geographical  to  a  technical  or  eco¬ 
nomic  concept,  and  the  advances  to  be  looked  for  are  in  the  direction  of  ; 
population  concentration,  industrialization  and  intensification  of  agricultural 
production. 

There  is  one  clear  difference  between  British  Guiana  and  the  classical  ex¬ 
amples  of  settlement  at  low  population  densities  —  the  fact  that  before  the 
era  of  modem  transportation  and  commerce  it  had  been  settled  under  a  par¬ 
ticular  economic  system,  the  system  based  on  plantation  slavery,  which  for 
various  reasons  made  it  profitable  to  confine  production  to  the  coast  lands 
and  to  prevent  dispersed  settlement.  May  not  this  premature  rigidification 
of  the  society  account  for  its  failure  to  develop  even  when  the  constraints  on 
settlement  were  removed?  Against  this  may  be  set  the  example  of  the  Amer¬ 
ican  southern  states,  which,  though  based  on  a  broadly  similar  economic  sys¬ 
tem,  did  not  fail  to  develop  its  hinterland  in  competition  with  the  north.  In¬ 
deed,  it  is  not  necessary  to  go  outside  the  West  Indies  for  a  similar  case.  It 
has  been  shown  in  a  recent  article  that  at  the  beginning  of  the  nineteenth 
century  the  settlement  of  Jamaica  was  confined  in  the  same  way  as  that  of 
British  Guiana  by  the  needs  of  the  plantation  system,  but  that  a  very  con¬ 
siderable  expansion  of  the  area  of  land  under  cultivation  took  place  through¬ 
out  the  nineteenth  century.  Moreover,  this  expansion  shows  some  of  the  cha¬ 
racteristics  of  the  similar  process  elsewhere  —  for  example,  the  role  of  “un¬ 
economic”  transport  projects  in  opening  up  new  productive  possibilities.  The 
banana  industry  played  a  role  rather  similar  to  that  of  pastoral  industries 
elsewhere,  being  an  unintensive  cash  crop  suited  to  otherwise  marginal  land. 
More  recently,  Ae  level  of  economic  activity  in  Jamaica  has  begun  to  increase 
through  intensification  rather  than  through  extension  and  changes  analogous 
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to  those  mentioned  above  have  become  important.  These  examples  seem  to 
tnrow  doubt  on  the  idea  that  the  pre-existence  of  the  slave  economy  alone 
inhibited  Guianese  development  in  the  nineteenth  century,  though  it  may  have 
been  important  in  conjunction  with  other  circumstances.  The  current  effects 
of  an  era  of  “matmre”  settlement  in  British  Guiana  are  discussed  below. 

IV.  The  Nature  of  Resources 

The  concept  of  “land”  and  the  closely  related  concept  of  “resources”  have 
this  in  common  with  many  of  the  tools  of  economies;  their  usefulness  is  ad¬ 
mitted  and  seems  intuitively  obvious,  but  their  definition  in  any  but  R  pinrely 
formal  sense  presents  difBculties.  Fart  of  the  difBculty  arises  from  the  fact 
that  botlr  concepts  have  in  them  the  idea  of  potentiality.  In  the  case  of  the 
,  second  this  is  clear;  in  the  words  of  Ciriacy-Wantrup  (1),  “the  concept  ‘re¬ 
source’  presupposes  that  a  ‘plaiming  agent’  is  appraising  the  usefulness  of 
his  environment  for  the  purpose  of  obtaining  a  certain  end”.  In  defining  land, 
most  economists  would  have  somewhere  in  mind  Ricardo’s  phrase  “the  origi¬ 
nal  and  indestructible  powers  of  the  soil”  —  the  word  “powers”  introducing 
again  the  idea  of  potentiality.  A  resource,  in  short,  can  only  be  defined  in 
terms  of  the  level  of  production  resulting  from  its  association  with  the  mobile 
;  factors  of  production. 

It  is  possible  to  formalize  the  main  economic  features  of  the  process  of 
development  of  a  country  with  a  low  or  zero  initial  population/  land  ratio  in 
a  way  which  recognizes  this  point  The  model  used  makes  no  pretension  to 
originahty.  It  is  a  generalized  form  of  a  kind  of  production  function  familiar 
most,  perhaps,  in  agricultural  economics,  and  used  largely,  for  example,  by 
Heady(2j.  For  a  given  area  we  may  construct  what  might  be  called  a  “produc¬ 
tion  possibility  surface”. 

We  start  with  an  ideal  diagram  in  which  the  population  of  the  area  is  re¬ 
presented  on  the  horizontal  axis  and  the  capital  stock  on  the  vertical.  With 
each  point  on  the  plane  of  the  diagram  —  that  is,  each  combination  of  popu¬ 
lation  and  capital  in  a  given  area  —  is  associated,  at  a  given  point  of  time,  a 
certain  production  value  per  head  resulting  from  the  best  possible  distribu¬ 
tion  of  that  capital  and  labour  between  different  economic  uses.  This  produc¬ 
tion  value  may  be  represented  by  a  third  dimension  at  right  angles  to  the 
original  plane  of  the  diagram. 

Let  us  regard  this  first  as  a  static  diagram  in  which  the  different  possible 
combinations  of  capital  and  labour  are  conceived  as  abstract  possibilities. 
Then  the  production  value  per  head  for  all  possible  combinations  will  be 
represented  by  an  abstract  "production  possibility  surface”  (or  by  contours  in 
the  original  plane  representing  such  a  surface).  'The  shape  of  this  surface  will 
be  determined  by  the  resources  of  the  area;  indeed,  it  is  itself  a  statement  of 
the  resources-in-general  of  the  area  (as  distinct  from  an  inventory  of  the 

I"  items  of  resources). 

Let  us  now  give  to  this  diagram  a  time  dimension.  We  suppose  that  the 
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position  of  the  economy  at  some  initial  point  of  time  is  at  a  sensible  remove 
from  zero  on  either  axis,  that  it  is  associated  with  a  rate  of  population  growth 
which  is  positive  and  independent  of  the  system,  and  with  a  rate  of  capital 
growth  which  is  a  function  of  the  system  and  may  be  either  positive  or  nega¬ 
tive.  (Other  specific  assumptions  are  of  course  possible  but  these  seem  a 
reasonably  reahstic  starting  point).  Let  us  further  assume  the  system  to  be 
closed,  at  least  for  the  moment.  We  have  then  a  representation  of  the  process 
of  development  of  a  closed  economy  in  the  movement  of  the  point  repre¬ 
senting  the  production  possibility  rightward  (under  the  assumption  of  in¬ 
creasing  population)  and  either  up  or  down  (according  as  the  system  pro¬ 
duces  either  positive  or  negative  investment). 

Let  us  now,  for  the  sake  of  further  reahsm,  add  a  restriction  to  the  system; 
that  if  the  level  of  the  economy  on  the  production  possibility  surface  falls 
below  a  certain  positive  value,  then  increase  in  both  capital  stock  and  popu¬ 
lation  ceases  representing  by  this  stipulation  the  fact  that  a  subsistence  level 
exists  which  represents  the  minimum  conditions  of  coherence  of  the  society. 

What  can  be  said  at  this  stage  about  the  shape  of  the  production  possi¬ 
bility  surface?  We  can  assume  that  over  a  very  wide  range  from  zero  upward 
production  will  tend  to  increase  with  increasing  capital.  We  can  assume  that 
at  very  low  values  of  population  production  will  increase  with  increasing 
population,  but  that  at  higher  values  production  per  head  from  a  given  capi¬ 
tal  stock  will  tend  to  fall.  Adjacent  to  either  axis  will  be  an  area  in  which 
the  production  siuface  lies  below  the  subsistence  minimum.  These  are  gen¬ 
eral  conclusions  applying  to  all  areas. 

Each  area,  however,  will  have  certain  characteristic  features  of  the  produc¬ 
tion  surface  which  express  its  particular  configuration  of  resources.  Among 
the  important  features  are  the  size  and  shape  of  the  area  of  sub-minimal  pro¬ 
duction  along  the  axes,  the  general  slope  and  the  occurrence  of  “valleys”  in 
the  surface  which  interrupt  this  slope.  Thus  an  area  with  mineral  resources 
needing  heavy  investment  for  their  exploitation  will  have  a  relatively  steep 
slope  upward  from  the  vertical  axis  at  high  levels  of  capital,  creating  a 
“peak”  at  this  point;  an  area  with  alluvial  gold  easily  obtained,  on  the  other 
hand,  will  have  a  rapid  slope  upward  from  the  population  axis. 

It  may  well  be  that  at  high  levels  of  capital  and  population  the  production 
possibility  surface  becomes  less  idiosyncratic,  while  the  simple  assumptions 
that  we  have  made  about  the  functioning  of  the  economic  system  and  its 
consequent  course  become  inadequate  —  in  effect,  Keynesian  economies  take 
over  from  classical.  But  for  lower  levels  the  production  possibility  surface 
justifies  its  place  in  the  model. 

On  this  limited  model  it  is  easy  to  see  that  the  course  of  an  economy 
through  time  at  low  levels  of  capital  and  population  may  be  quite  erratic, 
and  that  if  it  enters  a  “valley”  of  the  production  surface  where  the  surface 
falls  below  the  minimum  level  it  may  be  incapable  of  sustaining  itself  and 
moving  on  to  higher  production  levels.  On  certain  assumptions  it  may  reach 
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a  static  state  or  disintegrate  even  though  the  general  production  surface  of¬ 
fers  many  positions  of  stability  and  greater  advantage. 

Let  us  now  remove  certain  unrealities  in  the  model.  First,  we  have  not 
so  far  admitted  the  possibility  that  the  production  surface  itself  may  change 
over  time.  If  we  drop  the  assumption  of  a  closed  economy,  we  must  reckon 
that  the  price  of  goods  exported  will  in  fact  change,  thus  affecting  both  the 
level  and  shape  of  the  production  surface.  We  can,  perhaps,  still  assume  that 
the  general  shape  of  the  surface  remains  but  that  the  detailed  topography, 
so  to  speak,  and  in  particular  the  minor  valleys,  may  be  dissolved  and  re¬ 
formed  over  time.  Second,  in  an  open  economy  we  can  drop  the  tacit  assump¬ 
tion  that  the  production  possibility  surface  is  identical  with  the  actual  pro¬ 
duction  surface  and  with  the  consumption  surface.  The  second  may  clearly  in 
any  case  fall  below  the  first  because  of  inefficiency  in  the  distribution  of 
resources.  The  third  may  rise  above  or  fall  below  the  other  two;  so  far  as 
it  rises  above,  this  must  represent  an  injection  of  outside  capital  ( e.g.  in  the 
form  of  a  deficit  on  external  trade).  Third,  if  we  drop  the  assumption  of  the 
.dosed  economy  we  admit  the  possibility  that  population,  like  capital,  can 
be  injected  from  outside  by  immigration  —  or  removed  by  emigration. 

It  would  be  possible  to  formalize  still  further  by  making  the  injections  of 
capital  or  population  a  precise  fimction  of  the  level  and  slope  of  the  produc- 
ftion  surface.  But  ’t  is,  I  think,  intuitively  obvious  that  on  any  realistic  view 
jthe  relaxation  of  the  assumption  of  a  closed  economy  gives  to  the  system 
jmuch  greater  flexibility  in  overcoming  minor  “valleys”  in  the  surface.  The 
f.  economy  which  has  reached  such  a  valley  and  is  in  danger  of  stagnation  or 
[disintegration  may  be  rescued  either  by  a  shift  of  export  prices,  which  will 
i;  change  the  shape  of  the  surface;  or  an  injection  of  capital,  which  will  tem- 

Iporarily  raise  the  consumption  surface  alxive  the  production  surface  while 
the  economy  moves  to  a  new  and  more  favourable  position;  or  by  immigra- 
I'tion,  which  will  equally  move  the  economy  to  a  new  position.  But  we  have 

I  still  not  ruled  out  the  possibility  that  a  major  valley  may  require  too  large 
a  saltus  in  the  capital  stock  to  be  bridged  by  the  available  supplies  of  out- 
ijside  capital  or  population.  Moreover,  we  have  admitted  a  source  of  insta¬ 
bility  into  the  system,  since  immigration  and  capital  imports  are  likely  to  be 
more  direct  functions  of  the  slope  of  the  production  surface  than  the  capital 
and  population  increase  generated  by  the  closed  system. 

V.  The  Price  of  Capital  and  Population 

In  the  above  model  we  have  not  introduced  the  price  of  capital  as  a  vari¬ 
able.  At  any  given  time  there  will  be  for  an  open  economy  a  market  price 
of  capital,  and  we  may  represent  the  operation  of  this  by  the  condition  that 
I  no  injection  of  capital  will  take  place  which  does  not  move  the  economy  over 
i.  course  on  the  production  surface  whose  slope  is  positive  and  of  a  certain 
j  minimum  value  with  respect  to  the  capital  axis.  The  formal  simplicity  of 
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this  condition  is  rather  marred  if  we  consider  it  historically.  For  we  must 
take  account  of  tlie  fact  that  in  the  case  of  long-term  investments  (in  which 
an  important  part  of  capital  imports  is  absorbed  in  the  early  stages  of  settle¬ 
ment)  the  market  price  may  diverge  very  far  from  the  expected  yield  on 
the  one  hand,  and  the  actual  yield  on  the  other.  Thus  much  of  the  specu¬ 
lative  investment  was  based  on  expectations  of  yield  far  above  the  market 
rate,  both  because  of  the  need  to  hedge  against  uncertainty  ( since  the  nature 
of  the  production  surface  at  points  not  previously  traversed  by  the  economy 
is  not  certainly  known  in  advance)  and  through  mere  optimistic  misinform¬ 
ation.  On  tlie  other  hand  the  number  of  investments  which  became  the  sub¬ 
ject  of  default,  private  or  public,  in  the  early  days  of  American  investment  is 
well  known,  and  the  average  yield  of  such  types  of  investment  may  have 
been  eventually  below  the  market  rate.  It  is  impossible  in  a  mechanistic 
model  of  the  kind  used  here  to  make  the  distinction  between  ex  ante  and 
ex  post  functioning  which  this  situation  calls  for. 

It  will  be  seen  that  an  analogous  condition  might  be  imposed  on  immigra¬ 
tion,  with  similar  qualifications,  giving  a  kind  of  supply  price  of  population. 
Such  an  application  is  admittedly  unusual,  but  a  long  run  analysis  seems  to 
call  for  something  of  the  kind. 

The  import  prices  of  the  two  mobile  factors  may  clearly  be  important  in 
determining  the  course  of  a  country’s  development,  and  secular  changes  in 
these  prices  may  be  expected  to  produce  marked  historical  effects.  That  there 
has  been  a  considerable  change  in  the  supply  of  private  capital  between,  say, 
the  last  half  of  the  nineteenth  century  and  the  present  day  does  not  need 
emphasizing.  It  may  be  worth  while  drawing  attention  to  the  changes  in 
company  law  and  in  the  temper  of  the  investing  public  which  have  reduced 
the  importance  of  high-risk,  high-yield  investments  of  the  kind  particularly 
useful  to  a  developing  country.  To  some  extent  public  investment  has  re¬ 
placed  private;  but  this,  again,  has  had  its  effect  in  biasing  investment  to¬ 
ward  safety  —  or  intended  safety. 

Similarly,  there  have  been  changes  in  the  supply  price  of  population.  Stan¬ 
dards  of  living  have  risen  even  in  the  poorer  countries,  and  have  shifted  to¬ 
ward  urban  values.  The  immigrant  able  to  move  directly  to  the  geographical 
frontier  of  settlement,  never  a  common  type,  has  become  extremely  rare. 
Moreover,  as  in  the  case  of  capital,  the  whole  social  atmosphere  is  against 
permitting  the  type  of  pioneering  movement  in  which  a  substantial  minority 
lose  their  shirts  or  their  lives  so  that  their  companions  and  successors  may 
flourish.  Hence  in  spite  of  the  dubious  record  of  organized  community  set¬ 
tlement  in  the  past,  the  whole  bias  of  present  political  thought  is  toward  the 
construction  of  self-contained  projects  which  will  involve  no  loss  for  any 
participant,  like  those  suggested  in  the  Evans  report  on  settlement  in  British 
Guiana  and  British  Honduras.  This,  in  turn,  raises  the  supply  price  of  capital 
to  the  developing  territory,  since  investment  is  no  longer  subsidized  by  the 
lottery  instinct. 
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There  is  a  further  difficulty  which  may  be  mentioned  at  tliis  point.  As 
already  noted,  the  traditional  process  of  immigrant  settlement  has  depended 
only  to  a  limited  extent  on  the  man  willing  to  go  directly  from  his  country 
of  origin  to  a  remote  area  of  a  new  country.  Generally  there  has  been  a  flow 
of  immigrants  into  cities  and  settled  areas,  and  a  corresponding  outflow  of 
older  residents  from  these  areas  to  the  frontier.  The  immigrant  has  commonly 
entered  at  the  wage-earning  end  of  the  occupational  ladder  and  worked  his 
way  to  independence.  But  where  the  existing  inhabitants  of  the  country  have 
developed  a  strong  enough  sense  of  cohesion  there  are  erected  institutional 
barriers  to  the  entry  of  labour  into  organized  occupations,  evidenced  in 
trade  union  practices  and  political  decisions.  This  strengthens  the  formal  case 
for  organized  colonies  of  immigrants  who  will  move  directly  to  the  new 
ground  they  are  to  make  fruitful. 

VI.  The  Divided  Ec»nomy 

The  last  point  brings  us  back  to  a  consideration  which  has  already  been 
mentioned  as  important  to  the  case  of  British  Guiana  —  the  existence  of  a 
fully  settled  area  with  a  relatively  mature  economy  side  by  side  with  an 
area  whose  economy  is  typically  that  of  an  early  stage  of  development,  with 
an  emphasis  on  forestry,  mining  and  pastoral  farming. 

Turning  again  '.o  the  example  of  history,  it  seems  a  fair  generalization  to 
say  that  where  a  developing  territory  has  passed  through  a  stage  of  stability 
sufficient  to  permit  a  fairly  complex  economy  to  develop  on  a  limited  area, 
the  process  of  further  settlement  is  likely  to  give  rise  to  considerable  internal 
strains.  The  conflict  of  the  American  east  with  the  west  in  the  early  nine¬ 
teenth  century  and  even  later  hardly  needs  emphasizing.  Jamaica  in  its 
small  way  is  an  example  of  the  same  difficulties,  as  is  shown  in  the  article 
already  mentioned.  The  possible  points  of  conflict  are  many.  The  attitude 
toward  immigrants  has  been  mentioned  above;  the  settler  wants  more  popu¬ 
lation  in  his  area,  the  city  worker  wants  no  immigrant  competition.  The  free¬ 
dom  of  credit  is  another;  the  settler  wants  credit  proportion  to  his  hopes, 
the  mature  section  of  the  economy  aims  rather  at  caution  and  stability.  Even 
in  the  relatively  laisser  faire  days  of  the  American  west,  the  central  govern¬ 
ment  was  continually  to  be  found  in  the  position  of  accepting  responsibility 
for  extending  its  concept  of  law  and  order  to  settler  areas  where  it  was  not 
particularly  wanted.  The  case  of  the  aborigine  (of  America  or  Australia,  or 
indeed  of  many  countries  besides )  is  very  much  in  point;  the  maintenance  of 
aboriginal  rights  has  invariably  come  from  the  central  government,  against 
the  opposition  of  the  settler.  Now  that  the  functions  of  government  have 
been  widely  extended  the  problem  of  how  far  it  should  regulate  settlement 
has  become  more  difficult,  and  the  location  of  the  central  government  in  an 
area  of  business  and  industry,  rather  than  extensive  farming,  undoubtedly 
colours  the  solution  adopted  for  such  problems. 

To  take  a  final  example,  and  a  crucial  one;  the  development  of  a  large  area. 
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particularly  where  tracts  of  usable  land  are  separated  by  natural  barriers,  I 
calls  for  a  good  deal  of  investment  in  transport,  much  of  which  will  prove! 
unprofitable  for  many  years.  The  financial  values  of  the  government  of  an  = 
already  settled  area  will  be  influenced  by  “normal”  standards  of  risk  and 
yield,  and  it  is  hard  to  expect  such  a  government  to  undertake  direct,  large- 
scale,  unremunerative  investment  in  such  things  as  railways.  Admittedly,  the 
government  of  Jamaica  has  done  it,  but  by  inadvertence  rather  than  by  in¬ 
tention.  On  the  other  hand,  the  financial  reputation  of  the  territory  is  at 
risk  even  if  the  investment  is  undertaken  by  private  financing  —  so  that  the 
government’s  attitude  is  of  double  importance.  i 

The  attitude  of  the  government  toward  immigration  in  British  Guiana  was ! 
formerly  coloured  by  the  special  conditions  of  plantation  labour  and  the 
history  of  the  emancipated  labour  force.  In  the  period  when  it  was  thus  led 
to  permit  and  encourage  the  immigration  of  East  Indians  under  indenture 
some  expansion  of  the  Guianese  economy  did  take  place  under  roughly  the, 
classic  conditions  —  shift  of  the  traditional  labour  force  to  independent  settle¬ 
ment  and  the  importation  of  immigrants  to  replace  the  former  wage  workers. 
Cmrently  the  attitude  of  the  government  must  be  much  less  favourable  even 
to  more  respectable  immigration  than  that  of  the  East  Indian  period;  but 
along  with  this  shift  goes  a  marked  increase  in  the  rate  of  natural  increase. 
British  Guiana  is  likely  therefore  to  have  henceforward  a  rather  high  “built-in" 
rate  of  population  growth.  In  these  circumstances  it  is  probable  that  not 
merely  must  government  look  more  favourably  on  long-term  investments  in 
the  country’s  future  (such  as  those  now  in  progress)  but  also  the  natural 
processes  of  the  economy  will  tend  more  to  produce  the  expansion  of  the 
settled  area  by  individual  initiative.  In  the  terms  of  our  model,  the  economy  ■ 
^vill  necessarily  move  more  rapidly  to  the  right  along  its  production  surface;! 
if  it  is  not  to  enter  an  area  of  downward  slope,  with  all  its  implications  ofj 
social  instability,  it  must  tend  rather  sharply  upward. 

VII.  Development  by  Whom? 

The  basic  problem  of  economic  development  under  low  population  pres¬ 
sures  is  that  the  production  possibility  surface  is  dependent  closely  on  ^ose 
industries  which  consist  in  the  exploitation  of  the  physical  endowment  of 
the  area,  whereas  at  high  population  pressures  it  is  dependent  equally  or 
more  on  the  cultural  endowment  including  the  mere  concentration  of  popu¬ 
lation.  Under  certain  conditions  this  will  produce  “valleys”  in  the  production 
surface,  and  the  problem  of  British  Guiana,  for  example,  is  in  large  part  that 
its  resources  and  history  have  given  it  a  very  marked  valley  between  the 
position  represented  by  the  exploitation  of  the  coastlands  and  a  full  develop¬ 
ment  of  the  resources  of  the  interior. 

'The  solution  to  this  problem  must  necessarily  involve  the  provision  of 
capital.  'Theoretically  this  can  be  provided  either  by  import  or  by  local  ac¬ 
cumulation.  But  general  conditions  suggest  that  local  accumulation  is  un-i 
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likely  to  transfer  the  Guianese  economy  to  a  favourable  position  on  the  pro¬ 
duction  surface  unless  it  is  unprecedentedly  rapid,  in  view  of  the  current 
rate  of  population  growth.  The  only  feasible  way  of  raising  the  rate  of  ac¬ 
cumulation  by  the  amounts  required  is  by  forced  saving  —  e.g.  by  heavy  in¬ 
vestment  out  of  current  government  revenues.  Failing  this,  capital  imports 
are  necessary.  In  the  present  circumstances  this  means  some  form  of  official 
or  government-guaranteed  loan. 

At  this  point  we  become  involved  in  structural  problems,  and  the  dual 
nature  of  the  Guianese  economy  becomes  important.  For  forced  savings  (by 
inflation  or  by  higher  taxes )  or  guaranteed  capital  imports,  all  raise  the  ques¬ 
tion  of  how  far  the  short-term  interests  of  the  mature  sector  of  the  economy 
can  be  reconciled  with  the  long-term  interests  of  the  development  of  the 
whole. 

We  may  ask  therefore  whether  there  exist  ways  of  overcoming  this  prob¬ 
lem  which  do  not  raise  such  a  conflict  of  interests.  This  suggests  exploration 
of  two  avenues  —  greater  use  of  private  capital  as  against  public,  and  of  im¬ 
ported  capital  as  against  local.  It  has  already  been  said  that  private  capital 
is  unlikely  to  be  forthcoming  for  the  large-scale,  high-risk  investment  of  which 
railways  are  the  classic  example  with  anything  hke  the  ease  with  which  it 
could  be  raised  a  century  ago.  But  it  must  not  be  forgotten  that  any  develop¬ 
ment  programme  in  an  agricultural  area  involves  a  considerable  contribution 
of  small-scale  private  capital,  whether  in  the  form  of  the  stock  of  the  local 
trader,  or  similar  service  activities,  or  in  the  form  of  the  improvement  of  the 
land  by  the  farmer.  It  appears  to  be  part  of  the  Guianese  situation  that  such 
capital  is  inadequate  in  itself  to  carry  out  the  gradual,  step-by-step  develop¬ 
ment  which  might  slowly  advance  the  frontier  of  settlement.  But  given  the 
existence  of  communications  and  basic  services,  such  capital  would  in  fact 
form  a  large  part  of  any  development  programme. 

In  the  present  atmosphere  of  international  investment  imported  capital  is 
not  likely  to  be  freely  available  outside  the  limits  of  government  guarantee. 
One  may,  perhaps  question  whether  this  guarantee  might  not  be  more  freely 
given  —  but  this  line  of  argument  brings  us  directly  back  to  the  structural 
conflict  between  the  two  sectors  and  to  even  wider  political  considerations. 
It  is  a  little  remarkable,  given  the  optimistic  view  of  Guiana’s  future  which 
is  commonly  taken  in  that  country,  that  the  public  development  programme 
for  the  current  five  years  should  be  so  largely  financed  from  current  revenues, 
though  political  considerations  may  dictate  conservatism  in  this  respect. 

VIII.  Specific  Measures  of  Development 

It  is  of  interest  to  discuss  how  the  particular  conditions  of  low  population 
pressure  affect  the  measures  of  development,  and  how  far  they  are  to  differ 
from  those  in  an  area  of  high  population  pressure.  On  one  general  issue  their 
influence  is  likely  to  be  decisive.  In  an  economy  with  a  high  population/ 
land  ratio  the  effects  of  measures  are  relatively  predictable,  being  deter- 
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mined  by  the  nature  of  the  economic  system  involved  rather  than  by  the 
physical  resources  available  (in  terms  of  our  model,  the  production  surface 
at  high  levels  of  population  and  moderately  high  levels  of  capital  is  fairly 
smooth  and  uniform  in  slope).  Hence  it  is  reasonable  under  these  conditions 
to  envisage  a  development  policy  based  on  detailed  prediction  and  even  on 
detailed  control,  though  such  a  policy  may  be  rejected  for  other  reasons.  But  j 
at  the  stage  of  development  which  we  consider  in  this  paper  prediction  in  | 
exact  terms  is  less  easy  and  development  must  be  based  on  influencing  gen¬ 
eral  conditions  and  controlling  only  basic  points  in  the  economy.  j 

At  the  general  level,  too,  one  would  expect  the  difference  to  be  decisive  in  t 
another  respect  —  low  population  pressure  should  involve  low  unemployment, 
and  therefore  all  the  special  measures  which  are  forced  on  governments  in 
areas  of  high  population  pressure  should  be  unnecessary.  In  fact,  however,  as  j 
in  tlie  Guianese  case  (and  in  a  different  way  in  the  Australian),  there  may 
exist  areas  of  labour  concentration  in  a  territory  with  a  low  overall  popula- 
tion/land  ratio;  and  such  areas  may  be  poUtically  decisive  for  government 
policy.  On  the  whole,  however,  unemployment  is  likely  to  be  a  less  pressing 
problem  in  conditions  of  low  population  pressure. 

There  is  one  hne  of  economic  activity  which  must  have  a  peculiarly  im-  , 
portant  place  in  an  economy  of  the  type  we  are  considering  —  transport.  Per¬ 
sonal  transportation  is  rather  a  characteristic  of  high  population  densities 
than  of  low;  but  the  transport  of  goods,  both  within  the  territory  and  to  points 
of  export,  is  clearly  a  prior  condition  of  development  in  an  area  where  dis¬ 
tances  are  great.  The  long  term  nature  of  the  investment  involved  in  this 
type  of  transport  is  one  of  the  characteristic  problems  of  development  at  low 
population  densities. 

We  now  come  to  a  more  debatable  point  —  the  correct  distribution  of 
emphasis  between  investments  in  the  extension  of  primary  production,  in  the 
intensification  of  existing  production  of  this  type  and  in  production  of  other  * 
types  such  as  manufacturing  and  services.  Given  the  existing  marginal  returns 
from  these  three  branches,  there  is  some  “natural”  allocation  of  additional 
quantities  of  the  factors  of  production  between  them  which  may  be  attained 
in  the  private  sector  and  perhaps  approximated  in  the  public  sector.  But  is 
such  a  distribution  desirable?  At  least  two  considerations  suggest  that  it  is 
not.  The  first  is  the  immobility  of  labour  —  specifically,  the  reluctance  of  the 
urban  worker  or  the  worker  with  urban  values  to  move  to  areas  of  settlement, 
and  the  fact  that  the  existing  types  of  social  mobility  favour  the  worker  with  ! 
such  values.  Hence  labour  may  not  move  so  freely  to  the  extensive  “frontier” 
as  is  ideally  desirable  for  maximum  production  —  whether  maximum  produc-  j 
tion  is  in  this  case  identical  with  maximum  welfare  is  of  course  also  debatable.  | 
The  second  consideration  is  the  possible  difference  between  individual  and 
social  product  at  the  margin  of  settlement  —  the  addition  of  one  settler  may 
add  more  to  the  collective  product  of  the  area  than  his  direct  production  j 
because  of  the  economic  advantages  of  a  denser  population.  If  these  con-  j 
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siderations  are  valid,  then  it  may  be  desirable  to  subsidize  agriculture,  and 
particularly  areas  of  new  settlement,  by  means  additional  to  those  included 
in  a  development  programme  of  the  current  Guianese  type.  The  number  of 
ways  of  doing  this  are  many.  It  is,  of  course,  common  in  the  history  of  settle¬ 
ment  for  governments  to  undertake  the  tasks  of  surveying  new  land  and  to 
sell  such  land  at  less  than  has  been  spent  on  it,  or  even  grant  it  free.  Another 
possibility  is  the  subsidization  of  the  direct  costs  of  transport  to  a  settlement 
area,  and  yet  another  the  price  support  or  protection  of  the  crops  typical  of 
such  areas. 

But  with  these  exceptions  it  should  be  realized  that  the  main  measures  of 
development  for  an  economy  which  has  already  attained  a  moderate  overall 
density  of  population,  but  has  still  large  reserves  of  land,  may  not  be  very 
different  from  those  proposed  for  areas  of  high  population  density.  Many  of 
the  measures  do  not  depend  on  a  particular  population  density  for  their  ef¬ 
fectiveness  —  research  into  techniques,  improvement  of  education  and  of 
vocational  training,  stimulation  of  local  manufacturers  through  infant  indus¬ 
try  measures,  and  so  on.  The  main  problem  of  each  is  the  same  —  the  short¬ 
age  of  tangible  and  intangible  capital;  and  whether  the  other  factors  have 
the  same  relative  scarcity  from  one  territory  to  another  does  not  affect  the 
basic  issue.  If,  however,  it  can  be  demonstrated  that  the  area  with  low  popu¬ 
lation  pressure  has  the  kind  of  favourable  production  prospects  that  historical 
analogy  suggests,  then  it  may  make  a  vital  difference,  not,  indeed,  to  the 
measures  proposed,  but  to  the  freedom  with  which  they  can  be  applied  with¬ 
out  harming  its  long-term  interests,  and  to  the  general  financial  policy  which 
is  followed  in  implementing  them. 
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GENERAL  DISCUSSION 


Agriculture  and  Industry 

Reservations  were  expressed  to  the  argument  of  the  main  paper  on  various 
grounds  —  that  there  were  obstacles  in  the  way  of  marketing  industrial  pro¬ 
ducts,  that  considerable  technological  advances  were  possible  in  agriculture 
and  that  a  flight  of  population  from  agriculture  posed  its  own  social  and  eco¬ 
nomic  problems.  But  it  was  agreed  that  there  had  been  in  the  past  a  dispro- 
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portionate  emphasis  on  agricultural  development  and  an  undervaluation  of 
industrial  possibilities. 

Prof.  Lewis  stressed  that  his  discussion  of  industrialization  was  the  logical 
outcome  of  his  discussion  of  employment: 

“We  have  to  ask  what  is  the  prospect  of  agricultural  employment  over  the 
next  20-30  years.  If  we  accept  the  answer  that  agriculture  will  not  provide 
enough  employment  to  keep  up  with  the  growth  of  population,  then  we 
must  look  elsewhere  for  opportunities  for  employment.  Mr.  Cadbmy  asks:  I 
“Why  jump  to  industry?’  It  is  not  necessary  to  jump  to  industry  if  other  | 
means  of  employment  can  be  found.  But  not  any  source  of  employment  will  [ 
do.  We  cannot  say  that  we  will  employ  the  surplus  population,  say,  in  build¬ 
ing  houses,  because  as  the  population  increases,  even  assuming  that  you  did 
find  some  type  of  employment  which  contributed  to  a  substantial  increase 
in  the  national  income,  imports  would  increase  because  more  food  and  raw 
materials  would  be  needed.  This  is  the  great  difference  between  overpopu¬ 
lated  and  underpopulated  areas.  The  latter  have  enough  land  and  so  can 
plan  in  terms  of  being  self-sufficient,  there  is  no  balance  of  payments  prob¬ 
lem.  With  overpopulated  areas,  if  you  are  going  to  increase  the  national  in¬ 
come  and  the  standard  of  living,  whereas  the  agricultural  resources  are 
limited,  you  must  consider  the  balance  of  payments  problem.  You  must  look 
to  the  types  of  employment  that  will  bring  in  income  from  the  outside.  This 
is  my  only  reason  for  advising  industrialization.  You  will  find  that  when  you 
have  exploited  all  other  prospects,  e.g.  mining  opportunities,  tourist  industries, 
film  industries,  you  will  probably  still  have  a  surplus  labour  force  which  can 
be  solved  by  producing  manufactures  for  export.” 

Mr.  Mayne  said  that  the  Puerto  Rican  government  still  paid  attention  to 
agricultural  development,  being  influenced  by  the  argument  that  a  country 
should  develop  on  the  basis  of  its  particular  resources.  Moreover,  liberal  gov¬ 
ernments  commonly  drew  their  strength  from  agricultural  groups.  But  esti¬ 
mates  had  been  made  of  the  yield  from  agriculture  in  1955-75  under  opti¬ 
mum  management  and  the  estimated  product  ($382  million)  was  only  one 
tenth  that  from  manufactures.  The  accompanying  employment  figures  were: 

Agriculture  Manufactures 

1955  163,000  70,000 

1975  140,000  300,000  ^ 

The  current  rate  of  manufacturing  expansion  ( 23  per  cent  in  1956 )  suggested 
these  figures  might  be  too  conservative..  It  had  been  suggested  that  some  in¬ 
dustrial  concerns  now  operating  in  Puerto  Rico  were  exploring  the  desir¬ 
ability  of  moving  to  Jamaica;  but  the  loss  of  such  labour  intensive  industries  ' 
was  being  offset  by  new  capital  intensive  industries. 

Mr.  Brown  gave  figures  showing  that  there  had  been  in  Jamaica  an  abso¬ 
lute  and  relative  decline  in  agricultural  employment  and  suggested  that  this 
trend  was  likely  to  continue  faster  than  jobs  in  other  fields  could  be  provided. 
The  government  had  pursued  the  policy  of  investing  heavily  in  rural  areas 
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to  raise  productivity  and  improve  amenities,  influenced  partly  by  the  cost  of 
the  investment  in  sewage,  housing,  water,  etc.,  needed  for  mbanization  but 
also  by  the  desirability  of  raising  local  food  production  to  meet  the  rising 
demand  for  foodstuffs  which  might  otherwise  dissipate  the  increased  income 
from  manufacturers  in  importing  food.  But  agricultural  production  had  not 
risen  and  the  development  funds  had  not  been  taken  up,  either  from  lack  of 
labour  or  from  difficulties  of  farmers’  attitudes,  and  it  might  be  that  only 
mechanization  or  strong  outside  pressures  would  change  the  situation. 

It  was  suggested  that  the  policy  of  adjusting  local  food  production  to  the 
needs  of  a  growing  urban  industrial  population  was  more  useful  to,  say, 
India  than  to  the  West  Indies,  where  an  expanding  industrial  output  could 
not  hope  to  find  local  markets  and  a  considerable  overseas  trade  must  be  en¬ 
visaged. 

Dr.  Singer  pointed  out  that  there  was  evidence  that  in  1945-56  increase  in 
output  and  output  per  capita  was  more  rapid  in  manufactures  than  in  agri¬ 
culture  and  that,  therefore,  a  country  whose  economy  was  agricultural  might 
increase  overall  output  less  rapidly  than  others  whose  economies  depended 
on  manufactiures  though  its  progress  sector  by  sector  was  as  rapid.  Statistical 
studies  showed  that  this  explained  the  postwar  widening  of  the  gap  between 
the  per  capita  national  incomes  of  Europe  and  North  America,  on  the  one 
hand,  and  Asia,  Africa  and  Latin  America  on  the  other.  It  was  pointed  out 
that  a  division  between  agriculture  and  manufacbuing  did  not  precisely  cor¬ 
respond  to  Prof.  Lewis’  division  into  low  and  high  income  sectors,  that  there 
were  agricultural  economies  (e.g.  in  New  Zealand,  Denmark)  with  high  per 
capita  incomes  and  that  the  picture  might  be  different  if  agriculture  were 
compared  not  with  manufactures  alone  but  with  all  non-primary  industry, 
including  the  relatively  low-productivity  service  industries. 

Labour  Costs 

It  was  generally  agreed  that  the  price  of  labour  was  an  important  factor 
fn  attracting  industry  to  underdeveloped  coimtries,  and  had  been  mentioned 
in  all  past  discussions  of  West  Indian  industrialization.  Dr.  Singer  cited  a 
United  Nations  study  on  engineering  construction  which  showed  that  for  this 
branch  of  industry  the  low  wage  level  of  underdeveloped  countries  offset  the 
higher  level  of  certain  other  costs  in  such  countries  and  permitted  high  profit 
margins.  Sir  Donald  MacDougall  suggested  that  with  a  cost  structure  typical 
of  manufacturing  industry  the  advantage  of  cheap  labour  might  be  relatively 
small  and  might  be  no  more  than  was  needed  to  permit  an  enterprise  to 
establish  its  market. 

Mr.  Morgan  said  that  in  his  experience  investors  in  Jamaica  were  less  in¬ 
terested  in  “pioneer  industry”  concessions  than  in  prospective  labour  costs. 
One  problem  was  the  quality  of  labour.  Much  of  the  labour  needed  in  the 
Tiigh-wage”  sector  was  skilled  labour,  for  which  competition  was  intense 
even  though  unskilled  labour  was  abundant.  Another  problem  was  the  con- 
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stant  pressure  of  trade  unions  to  increase  wages.  There  was  a  real  danger  that 
Jamaica’s  main  attraction  to  the  foreign  investor,  its  relatively  low  wage  rates 
in  relation  to  productivity,  might  be  offset  by  these  factors.  He  cited  the  case 
of  a  bauxite  concern  from  which  the  unions  claimed  wages  equivalent  to 
those  paid  in  Canada,  though  he  was  told  that  on  maintenance  work  three 
men  were  needed  in  Jamaica  to  do  the  work  of  one  in  Canada.  Another 
speaker  cited  a  Trinidad  textile  factory  where  productivity  was  reported 
equal  to  that  in  a  similar  factory  in  Britain.  Professor  Schultz  later  pointed 
c>ut  that  the  labour  supply  of  a  country  is  not  homogeneous  and  that  dif¬ 
ferent  qualities  of  labour  will  stand  different  wage  rates. 

Mr.  Mayne  suggested  that  little  can  be  done  to  control  union  policies  or 
wage  rates.  But  since  wages  are  rising  in  the  metropolitan  countries,  they 
can  rise  at  a  greater  percentage  rate  in  the  Caribbean  without  destroying  its 
absolute  advantage  in  wage  levels.  He  doubted  whether  any  industry  failed 
merely  or  mainly  because  of  rising  wages  in  Puerto  Rico,  though  a  concern 
with  poor  management  might  well  blame  its  failure  on  wage  rates.  Industries 
relying  on  cheap  labour  could  well  be  displaced  by  more  capital  intensive  in¬ 
dustries  as  a  development  programme  got  under  way. 

It  was  agreed  that,  in  line  with  Professor  Schultz’s  emphasis  on  the  quality 
of  people,  the  productivity  of  the  West  Indian  worker  should  be  raised  by 
education  and  training  in  order  to  reconcile  rising  wage  rates  with  the  need 
of  the  development  programme  for  a  low  price  for  labour.  Publicity  was  also 
relevant  to  the  problem,  in  the  sense  that  a  low  wage  level  was  no  induce¬ 
ment  to  investment  unless  overseas  investors  realized  how  low  it  was. 

Employment 

The  difficulty  of  measuring  employment  and  unemployment  in  the  West 
Indies  was  mentioned.  For  example,  evidence  from  Barbados  suggested  that 
the  number  of  persons  reporting  themselves  unemployed  was  much  greater 
than  those  actually  seeking  work.  A  possible  approach  to  computing  the  num¬ 
ber  of  persons  for  whom  employment  was  to  be  provided  was  to  assume  that 
as  in  all  countries  about  96  per  cent  of  the  men  aged  15  to  64  wanted  work 
and  to  estimate  the  number  of  women  needing  jobs.  But  it  was  suggested 
that  the  number  of  women  in  the  labour  market  might  fall  quite  rapidly  if 
family  incomes  were  increased,  since  many  working  class  women  worked  only 
because  the  breadwinner’s  income  was  too  low. 

Mr.  Mayne  said  emphatically  that  the  development  agencies  should  have 
increased  capital  formation  and  income  as  their  objective  and  should  not  have 
to  consider  creating  employment  as  such,  which  was  a  job  that  government 
must  allow  for  separately  in  the  transition  period  until  labour  was  absorbed 
m  highly  productive  industries. 

Capital  and  Technology 

Sir  Donald  MacDougall  suggested  that  Professor  Lewis’  estimate  of  the  re¬ 
duction  in  consumption  needed  for  a  given  increase  in  investment  might  be 
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an  over-estimate  in  so  far  as  the  investment  was  created  by  the  labour  of 
formerly  unemployed  workers  whose  consumption  was  thereby  increased. 
Prof.  Lewis  agreed;  but  even  in  that  case  the  consumption  of  some  group 
would  be  diminished  by  taxation  or  saving  to  set  the  investment  in  train  and 
some  poUtical  problem  must  arise.  A  possible  solution  was  the  carrying  out 
of  community  projects  by  unpaid  voluntary  labour  from  connnunity  mem¬ 
bers,  as  had  been  done  successfully  in  parts  of  Europe,  Asia  and  Africa. 

Dr.  Singer:  “The  problem  of  underdeveloped  countries  as  a  whole  hinges 
on  the  amount  of  capital  available  and  the  question  of  providing  the  maxi¬ 
mum  amount  of  employment  with  a  limited  amount  of  capital,  which  is  per¬ 
haps  a  teclmological  problem.  Technologically  speaking,  countries  like  Ja¬ 
maica  are  in  a  better  position  now  than  say  England  or  Japan  in  1868,  i.e. 
there  is  a  greater  store  of  technical  knowledge  and  assistance  available.  But 
the  kind  of  technology  available  does  not  meet  requirements  of  present  day 
underdeveloped  countiies.  Technological  knowledge  has  developed  in  the 
economically  developed  areas;  about  97  per  cent  of  the  technical  research 
and  iimovation  takes  place  in  these  areas  with  no  reference  to  suitabiUty  for 
other  types  of  areas. 

“The  problem  is  to  develop  the  type  of  technology  especially  suited  to  the 
characteristics  of  underdevelpped  countries,  i.e.  a  relative  abundance  of  un¬ 
skilled  labour  and  a  shortage  of  skilled  labour,  a  shortage  of  repair  and  main¬ 
tenance  facihties  and  a  shortage  of  capital.  Very  little  thinking  has  been  done 
about  this  problem  but  possible  solutions  might  be:  (1)  to  shift  geographical 
location  of  some  technical  research  centres  from  developed  to  underdeveloped 
areas  so  that  emphasis  will  be  laid  on  problems  peculiar  to  these  countries,  (2) 
exporters  of  heavy  machinery,  etc.  might  be  induced  to  export  technology  to 
underdeveloped  areas  to  study  conditions  there  and  design  suitable  equip¬ 
ment,  (3)  might  try  to  go  back  to  the  earlier  stages  of  technological  research 
to  see  whether  equipment,  methods  that  have  become  outdated  in  more  de¬ 
veloped  areas  might  not  be  of  importance  to  underdeveloped  areas. 

“I  would  like  to  emphasize  that  the  important  point  is  not  mechanization 
per  se  but  the  natmre  of  mechanical  innovation”. 

Certain  special  problems  were  mentioned  which  might  produce  qualifica¬ 
tions  to  Dr.  Singer’s  statement  —  the  special  need  for  competitive  efficiency 
in  areas  where  industries  for  export  had  to  be  promoted,  and  the  need  to 
avoid  spectacular  failures  because  of  their  effect  in  discouraging  further  in¬ 
vestment.  But  there  was  broad  agreement  on  the  importance  of  the  choice 
of  the  appropriate  technology.  The  Jamaica  government,  for  example,  had 
realized  that  its  original  Pioneer  Industry  legislation  had  put  a  premium  on 
capital-intensive  industry  and  had  adopted  further  legislation  in  which  the  in¬ 
centive  depended  on  the  writing  off  of  profits  rather  than  capital.  A  training 
grant  —  in  effect  a  subsidy  to  labour  —  had  been  considered  but  not  adopted. 
Export  Markets 

Professor  Lewis;  ‘The  question  has  been  r^sed;  Where  is  the  market  for 
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these  exports?  As  I  said  before,  $30  billion  worth  of  manufactures  is  being 
imported  in  the  world  today  and  this  is  increasing  at  the  rate  of  4  per  cent 
per  annum.  We  must  disabuse  ourselves  of  the  idea  that  there  is  no  market 
for  oiir  manufactures,  or  that  protective  tariffs  are  such  that  no  one  is  likely 
to  buy  our  manufactures.  The  fact  is  that  manufactures  are  being  bought. 
One  per  cent  of  the  world  trade  in  manufactures  equals  the  whole  national 
income  of  Jamaica.  If  Jamaica  were  to  capture  a  fraction  of  1  per  cent  of 
something  which  is  growing  by  4  per  cent  per  annum  its  whole  problem  would 
be  solved. 

“We  must  get  the  problem  in  perspective.  As  someone  said  when  talking 
of  migration  —  there  is  an  enormous  difference  between  the  small  country  and 
the  large  country.  You  cannot  solve  the  overpopulation  problem  in  India, 
where  Acre  are  400  million  people,  by  exporting  them  to  the  U.K.,  but  when 

you  are  talking  about  the  B.W.I.,  with  its  million  people,  it  is  a  different 
problem.  The  same  is  true  for  manufactures.  The  problem  for  India  is  en¬ 
tirely  different  from  the  problem  for  the  B.W.I.  What  we  are  talking  about 
is  capturing  a  tiny  fraction  of  something  which  already  exists  and  which  is 
already  growing  at  an  enormous  rate.  Let  us  rid  our  minds  of  the  idea  that 
this  cannot  be  done. 

“This  is  not  to  say  that  it  is  easy  to  capture  part  of  this  trade.  It  will  be 
difpicult  to  accomplish.  There  will  be  many  problems  in  trying  to  capture  a 
share  of  the  world  trade  in  manufactures.  Let  me  dispute  the  proposition  that 
the  problem  is  primarily  one  of  distance.  The  importance  of  distance  is  two¬ 
fold:  (1)  transportation  costs  (2)  maintaining  contact  with  the  market.  Trans¬ 
portation  cost  is  for  a  wide  range  of  manufacures  a  negligible  phenomenon  — 
e.g.  it  is  not  true  that  England  exports  more  to  Europe  than  to  the  rest  of 
the  world  because  it  is  next-door.  Distance  is  highly  important  for  some  items 
but  for  a  wide  range  of  manufactures  the  cost  of  transporting  goods  is  not 
terribly  important.  Let  us  not  be  frightened  by  the  fact  that  we  are  3,000 
miles  away  from  England.  We  are  3,000  miles  away  from  England  yet  Eng¬ 
land  can  export  to  us,  so  why  can’t  we  export  to  them? 

“Much  more  important  is  the  question  of  the  type  of  manufacture.  In  a 
Study  I  did  for  the  Caribbean  Commission  I  went  into  this  in  great  detail 
and  tried  to  pick  out  the  most  suitable  types  of  manufactures.  There  are 
types  of  manufactures  that  are  not  dependent  on  having  cheap  fuel  and  cheap 
ores.  We  must  depend  on  light  manufactures  where  fuel  costs  are  not  more 
than  1  per  cent  or  2  per  cent  of  total  cost.  We  must  choose  what  we  manu¬ 
facture.  We  can  have  heavy  industry  for  the  local  market.  We  can  have  our 
own  building  industry,  make  our  own  cement,  import  iron  and  steel  already 
smelted  and  make  things  for  the  local  market  but  for  the  export  market  we 
have  to  concentrate  on  light  goods.  We  must  concentrate  on  these  because 
it  is  not  so  profitable  for  the  big  countries  to  manufacture  these  for  them¬ 
selves. 

'On  the  question  of  maintaining  contact  with  the  market  there  are  two 
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crucial  problems  in  selling:  (1)  price,  (2)  salesmanship.  Those  who  have  studied 
this  problem  agree  that  salesmanship  is  more  important  than  price.  You  can 
sell  things  that  are  more  expensive  if  you  know  how.  What  handicaps  the 
British  in  selling  manufactures  is  not  the  price  —  over  a  wide  range  of  com¬ 
modities  British  prices  are  highly  competitive  —  but  tlie  British  do  not 
know  how  to  sell,  how  to  maintain  a  sales  organization  and  how  to  give  the 
market  what  it  wants. 

“For  the  B.W.I.  the  problem  is  not  that  there  is  no  world  market,  nor  that 
we  are  far  away  from  the  market,  but  can  we  develop  people  with  the  right 
kind  of  initiative  and  attitudes  and  the  capacity  to  build  up  and  create  the 
right  kind  of  organization  for  selling  manufactures.  Looked  at  from  the  angle 
that  you  wish  to  capture  only  1  per  cent  of  the  world  trade  it  does  not  seem 
a  difficult  problem,  but  looked  at  from  the  angle  of  initiative  and  organization 

it  is  a  difficult  problem.  Few  countries  in  the  world  are  successful  at  this. 

“There  is  not  much  use  in  saying:  let  us  find  a  Jamaican  or  a  Trinidadian 
with  initiative;  we  have  got  some  particular  kind  of  material,  we  have  skill 
and  capital,  let  us  build  up  an  industry  and  then  let  us  look  for  the  market 
It  is  much  better  if  you  say:  there  in  Britain  or  in  the  U.S.  is  a  man  who  has 
got  the  contacts,  the  market  and  the  organization,  let  us  get  him  to  come 
and  establish  an  industry  here.  This  is  the  real  secret  of  the  Puerto  Rican 
success. 

“Exporting  enough  manufactures  is  a  difficult  problem  even  for  Britain 
with  200  years  experience.  But  the  point  is  not  whether  it  is  a  difficult  or 
an  easy  problem.  The  point  is  that  there  is  a  problem  which  must  be  solved. 
The  fact  that  it  is  a  difficult  problem  only  means  that  we  have  to  go  at  it 
all  the  harder.” 

Mr.  Cadbury  expressed  some  scepticism  about  the  availability  of  the  bulk 
of  the  international  market  to  Jamaica,  since  the  manufactures  involved 
might  be  unsuitable  to  Jamaican  production  and  since  to  compete  in  some 
lines  —  e.g.  with  Hong  Kong  in  textiles  —  might  be  possible  only  at  a  heavy 
price  in  low  wage  rates.  Sir  Donald  MacDougall  mentioned  some  difficulties 
in  the  way  of  expanding  West  Indian  manufacturing  exports.  The  smallness 
of  the  economy  ruled  out  industries  like  the  motor  car  industry  which  needed 
a  large  home  market  as  a  base  for  export.  Small  price  differentials  might  not 
I  be  important,  but  one  must  be  competitive  in  the  sense  of  not  charging  15 
j  or  30  per  cent  more  than  other  producers.  There  were  special  difficulties  in 
I  breaking  into  a  market  —  existing  manufacturers  might  exclude  you  through 
\  their  control  of  distribution,  or  by  price  cutting,  or  by  asking  their  govem- 
I  ments  for  tariff  protection.  Hence  the  advantage  of  attracting  subsidiaries  of 
existing  companies. 

.  Mr.  Morgan  mentioned  that  the  Jamaican  textile  industry,  some  of  whose 
I  output  was  of  high  quality,  had  had  to  overcome  some  prejudice  against  local 
I  products;  widi  quota  protection  it  managed  to  sell  a  quarter  of  its  output 
!  locally,  the  rest  being  exported  to  Canada.  Other  speakers  pointed  out  ^t 

! 
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the  Jamaican  shoe  industry,  which  also  received  quota  protection,  had  had 
an  easier  time  because  it  was  started  by  interests  which  controlled  75  per 
cent  of  the  retail  outlets,  whereas  the  textile  industry  was  operated  by  foreign 
interests  with  long  production  experience  but  no  pre-existing  local  marketing 
system. 

Mr.  Krishnaswamy  suggested  that  the  difficulties  could  be  seen  in  better 
perspective  if  looked  at  not  from  the  point  of  view  of  die  proportion  of  the 
world  market  to  be  captured  but  in  terms  of  the  proportionate  expansion  df 
exports  by  local  industry  needed  to  prevent  a  foreign  exchange  imbalance 
(in  the  case  of  India  this  alone  needed  a  30  per  cent  increase  in  exports  over 
the  next  10-15  years)  and  to  relieve  the  pressure  of  population. 
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I  know  next  to  nothing  about  underdeveloped  countries  generally,  and  even 
less  about  the  West  Indies  in  particular.  My  only  contribution,  therefore,  can 
be  to  raise  certain  questions  of  an  extremely  general  nature  in  the  hope  that 
this  may  provoke  some  discussion  by  those  more  knowledgeable  than  I  am. 
If  it  does,  I  personally  shall  learn  a  great  deal,  if  only  about  how  my  ideas 
are  less  applicable  to  underdeveloped,  than  they  may  be  to  more  developed 
countries. 

The  main  theme  I  should  like  to  hear  discussed  is  the  relative  merits  of 
bold  and  cautious  economic  policies,  with  special  reference  to  balance  of 
payments  problems  and  their  effects  on  the  rate  of  development.  In  parti¬ 
cular,  when  countries  are  determining  their  development  plans  (for  both  pub¬ 
lic  and  private  investment)  how  much  attention  should  they  pay  to  the  balance 
of  payments?  Should  they  regard  a  sound  external  position  as  a  first  priority 
or  should  they  be  prepared  to  take  a  chance  on  their  balance  of  payments 
even  though  this  may  mean  that  from  time  to  time  they  run  into  foreign  ex¬ 
change  difficulties?  The  danger  of  such  difficulties  will  become  more  obvious 
as  former  colonial  territories  develop  more  independent  monetary  systems. 

There  are  clearly  dangers  both  in  unduly  cautious  and  in  unduly  ambitious 
policies.  The  former  will  unnecessarily  slow  down  development  and  tie  up 
too  much  of  the  nation’s  wealth  in  reserves  of  foreign  currency.  The  latter 
may  lead  to  inflation  and  balance  of  payments  crises  that  necessitate  de¬ 
valuations  and  import  and  exchange  restrictions,  and  these  may  also  retard 
development:  inflation,  for  example,  by  discouraging  savings;  repeated  de¬ 
valuations  and  control  of  the  remittance  of  profits  abroad  by  discouraging 
foreign  investment;  and  import  controls  by  leading  to  costly  production  at 
home  which  cannot  easily  be  stopped,  when  the  crisis  is  over,  by  removing 
the  controls  because  fixed  capital  and  vested  interests  will  have  been 
created.* 

•I  am  thinking  here  only  of  import  controb  imposed  for  balance  of  payments  reasons  and 
not  of  permanent  import  restrictions  imposed,  rightly  or  wrongly,  for  protective  reasons,  tariffs 
or  subsidies  being  regarded  as  less  effective  or  less  practicable.  (The  arguments  for  and  against 
protection  would  lead  us  much  farther  afield  than  I  wish  to  go).  It  would  be  quite  possible, 
in  principle  at  least,  to  impose  protective  restrictions  and  then,  by  pursuing  a  cautious  financial 
policy,  to  avoid  balance  of  payments  difficulties. 
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Italy  and  Brazil  | 

Factual  evidence  on  this  question  is  conflicting.  Brazil,  for  example,  des-; 
pite  its  continuous  inflation  and  its  repeated  balance  of  payments  crises,  has ) 
achieved  a  rapid  rate  of  economic  development  since  the  war.  But  so,  for 
example,  has  Italy,  which  has  pursued  a  cautious  and  “orthodox”  financial 
policy,  kept  prices  more  stable  than  most  other  countries  since  1948,*  pre¬ 
served  a  sound  balance  of  payments  and  maintained  for  a  good  many  years 
a  liberal  import  policy,  at  least  as  regards  direct  restrictions  on  trade  with 
Western  Europe. 

Both  countries  in  fact  increased  their  real  income  by  about  6  percent  per 
annum  between  1948  and  1955.  There  have,  of  course,  been  important  dif-j 
ferences  in  the  underlying  conditions  —  some  of  these  are  mentioned  ini 
Appendix  1  — but  it  is  no  purpose  of  the  present  paper  to  discuss  them.  L 
only  wish  to  illustrate  the  fact  that  empirical  evidence  on  my  main  question 
is  inconclusive.  In  the  experience  of  Italy  and  Brazil  there  is  at  least  a  de¬ 
bating  answer  to  the  advocates  both  of  bold  and  of  cautious  policies.  In  the 
rest  of  the  paper  I  shall  confine  myself  to  general  considerations. 

Short-run  and  Long-run  Effect  on  The  Balance  of  Payments 

In  deciding  whether  to  go  in  for  a  more  or  less  ambitious  development 
programme  it  is  important,  in  the  first  place,  to  distinguish  the  short-run 
from  the  long-run  effects  on  the  balance  of  payments. 

In  the  short-run  a  larger  programme  (unless  it  is  offset  by  a  reduction  in 
demand  elsewhere,  say  by  higher  taxation)  will  nearly  always  tend  to  worsen 
the  balance  of  payments.  Apart  from  increased  imports  of  capital  goods  arni* 
raw  materials  for  the  development  programme,  there  will  normally  be  an 
increase  in  incomes  at  home  and  part  of  these  at  least  will  be  spent  on  im¬ 
ported  goods  and  possibly  on  goods  that  would  otherwise  have  been  exported 
The  increased  demand  may  also  lead  to  a  rise  in  costs  and  prices  generally, 
both  because  demand  for  home  produced  goods  has  been  increased  in  re¬ 
lation  to  the  supply  and  also  perhaps  because  there  is  greater  pressure  in  at 
least  certain  sectors  of  the  labour  market  which  increases  the  bargaining 
power  of  workers  and  weakens  the  resistance  of  employers  to  demands  for 
higher  wages.  This  rise  in  costs  and  prices  generally  may  weaken  the  com¬ 
petitive  position  of  exports  and  of  domestic  production  that  competes  with 
imports:  although  the  process  may  take  time,  especially  if  the  exports  are 
primary  commodities  and  if  producers  are  slow  to  reduce  their  output  even 
after  costs  have  risen  and  more  profitable  lines  of  business  have  opened  up 
in  production  for  the  home  market  as  a  result  of  the  rise  in  prices  generally. 

In  the  longer-run  a  larger  rather  than  a  smaller  development  programme 
will  also  tend  to  worsen  tlie  balance  of  payments  in  so  far  as  (i)  the  con- 

aThe  continuous  inflation  which  had  raised  Italian  prices  fifty-fold  since  before  the  war  wsi 
brought  to  an  end  in  the  autumn  of  1947. 
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tinuously  greater  pressure  of  demand  leads  to  a  more  rapid  rise  in  the 
general  price  level  for  reasons  just  mentioned,  and  (ii)  the  larger  develop¬ 
ment  programme,  by  leading  to  a  faster  rise  in  real  incomes,  brings  a  more 
rapid  increase  in  demand  for  imports  (and  possibly  for  exportable  goods). 

But  this  is  not  the  whole  story.  The  larger  development  programme  may 
also  tend  to  improve  the  balance  of  payments  in  the  longer  run  in  two  ways: 
(iii)  in  so  far  as  the  additional  investment  is  designed  to  earn  or  save  foreign 
exchange,  or  (iv)  in  so  far  as  the  more  rapidly  rising  productivity  will  itself 
help  to  restrain  any  rise  in  the  general  level  of  costs  and  prices. 

How  Cautious  Policies  May  Be  Self-frustrating 

The  matter  is  clearly  complex  and  one  cannot  make  a  priori  judgments, 
but  it  is  not  impossible  that  a  cautious  policy,  which  cut  a  development  pro¬ 
gramme  in  the  hope  of  avoiding  balance  of  payments  problems,  might 
actually  be  self-frustrating,  at  least  in  the  longer  run.  An  attempt  to  slow 
down  or  prevent  any  rise  in  prices  by  reducing  the  pressure  of  demand 
might  be  frustrated  if  it  also  retarded  the  rise  in  productivity  generally,  for 
the  demand  for  rising  wages  and  other  money  incomes  might  not  be  corres¬ 
pondingly  reduced.  An  attempt  to  reduce  the  growth  in  home  demand  for 
imports  and  exportable  goods  by  slowing  down  the  growth  in  real  incomes 
might  be  frustrated  if  it  also  meant  the  sacrifice  of  investment  that  would 
earn  or  save  foreign  exchange.  One  would  then  get  the  worst  of  both  worlds 
—  a  slower  rate  of  economic  development  and  a  greater  danger  of  balance 
of  payments  difficulties  in  the  future. 

External  Balance  Versus  “Full  Employment”  and  Rapid  Development 

Such  an  outcome  may  seem  rather  unlikely,  and  it  may  well  be  that  a 
more  cautious,  rather  than  a  more  ambitious,  development  programme  will 
normally  reduce  the  danger  of  balance  of  payments  difficulties,  not  only  in 
the  short  run  but  also  in  the  longer  run.  But  even  in  this  case  it  is  quite 
possible  that,  if  a  development  programme  were  cut  to  a  level  that  largely 
eliminated  the  risk  of  future  balance  of  payments  difficulties,  this  might  in¬ 
volve  such  a  large  reduction  in  total  demand  that  there  was  patent  under¬ 
employment  of  national  resources  which  could  profitably  have  been  used  for 
development  and  other  purposes.  It  might  then  be  better  to  be  more  ambiti¬ 
ous  even  though  this  involved  some  risks  in  the  future  on  the  external  front. 

Price  Changes  and  “Structural”  Changes 

In  trying  to  decide  whether  this  is  likely  to  be  the  case  it  may  be  useful 
to  begin  by  dividing  the  factors  influencing  the  longer-run  trend  in  a  coun¬ 
try’s  balance  of  payments  into  two  parts.  First,  there  is  the  rate  of  change 
in  the  country’s  general  price  level  in  relation  to  that  in  foreign  price  levels 
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generally;  if  the  country’s  price  level  rises  faster  than  prices  abroad  this  will 
normally,  in  itself,  tend  to  worsen  its  balance  of  payments.  Secondly,  there 
are  what  I  call  “structural”  changes  which  may  tend  to  improve  or  to  worsen 
the  country’s  balance  of  payments  even  if  its  price  level  moves  in  line  with 
prices  abroad  and  it  maintains  a  reasonably  full  employment  of  its  resoiu'ces 
(allowing,  where  necessary,  for  some  underemployment  of  laboiur  if  there  is 
insufficient  capital  or  suitable  land  with  which  men  may  work).  It  might  be, 
for  example,  that  on  these  assumptions  a  country’s  imports  would  tend  to  go 
up  by,  say,  4  per  cent  per  annum  for  “structural”  reasons  while  its  exports 
went  up  by  only  2  per  cent  per  annum.  'There  would  then  be  an  adverse 
trend  in  its  balance  of  payments  unless  its  price  level  fell  relatively  to  prices 
abroad  at  a  rate  sufficient  to  offset  this  adverse  “structural”  trend.  But,  with 
reasonably  full  employment  of  resoiurces,  the  country’s  price  level  might  well 
not  fall  relatively  in  this  way;  it  might  even  rise  faster  than  prices  abroad. 

An  Awkward  Dilemma 

If  a  country  looks  like  being  in  this  sort  of  situation  (and  there  may,  of 
course,  be  quite  a  number  of  favourably  placed  underdeveloped  countries, 
such  as  those  with  large  oil  deposits,  which  are  in  the  opposite  one),  it  will 
be  placed  in  an  awkward  dilemma.  To  prevent  an  adverse  trend  in  its  balance 
of  payments,  which  would  lead  to  recurring  crises,  it  would  have  to  pursue 
very  cautious  policies,  both  in  development  and  in  other  fields,  that  might 
involve  quite  serious  underutilization  of  its  resources,  in  order  to  slow  down 
the  growth  in  its  demand  for  imports  and  to  retard  any  rise  in  its  price  level 
(or  possibly  to  bring  about  a  fall). 

It  could,  it  is  true,  attempt  to  resolve  the  dilemma  in  two  ways:  (a)  It  might 
alter  the  pattern  of  its  development  programme  so  as  to  give  more  emphasis 
to  projects  that  would  earn  or  save  foreign  exchange  at  the  expense  of  other 
types  of  investment,  including  “social”  investment;  (b)  It  might  be  able  to 
restrain  any  rise  in  its  price  level,  without  depressing  demand  to  a  level  that 
would  cause  wasteful  underemployment,  through,  for  example,  a  wages  policy 
aimed  at  achieving  “full  employment  without  inflation”.  Such  policies  should 
certainly  be  attempted  in  the  circumstances  but  it  may  be  politically  im¬ 
practicable  to  push  them  to  the  limits  required  to  prevent  an  adverse  trend 
in  the  balance  of  payments. 

It  may  then  be  the  lesser  evil  to  push  ahead  with  a  less  modest  development 
programme,  even  though  this  will  quite  probably  lead  to  foreign  exchange 
difficulties  in  the  future.  But,  before  finally  deciding  to  pursue  such  a  course, 
the  government  should  consider  carefully  the  sort  of  policies  it  will  be  pre¬ 
pared  to  follow  should  an  exchange  crisis  arise  in  the  future,  and  also  the 
adverse  effects  that  these  measures  might  have  on  development.  Such  ad¬ 
verse  effects  might  possibly  outweigh  the  benefits  resulting  from  the  more 
rapid  development  before  the  crisis  came. 
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Policies  to  Remove  a  Foreign  Exchange  Deficit 

(a)  Deflation 

This  might  well  be  the  case  if  currency  devaluation  and  import  controls 
were  ruled  out.  For,  to  bring  the  balance  of  payments  back  into  equilibrium, 
it  would  then  be  necessary  to  rely  on  deflationary  fiscal  and  monetary  mea¬ 
sures  and  on  the  automatic  reduction  in  demand  that  would  result  from,  for 
example,  a  fall  in  export  incomes  if  the  occasion  of  the  crisis  were  a  fall  in 
the  value  of  export  sales;  compensating  governmental  measures  to  offset 
such  a  fall  in  incomes  would  have  to  be  avoided.  But  this  might  be  a  most 
painful  method  of  removing  a  balance  of  payments  deficit.  For  the  reduction 
of  demand  would  affect  not  only  imports  and  exportable  goods  but  also  pro¬ 
duction  for  the  home  market.  To  remove  a  foreign  deficit  of,  for  example, 
£  10  million  per  annum,  it  might  be  necessary  for  total  demand  to  be  reduced 
by,  say,  £30  million,  so  that  there  would  be  a  fall  of  £20  million  in  home 
output,  including  output  for  development;  and  this  would  both  be  wasteful 
and  cause  widespread  unemployment  and  underemployment,  with  all  the 
social  consequences  they  involve.  Moreover,  to  bring  the  country’s  price  level 
back  into  its  necessary  relationship  with  prices  abroad,  or  to  provide  a  breath¬ 
ing  space  for  foreign  prices  to  catch  up,  it  might  be  necessary  to  have  a  pro¬ 
longed  period  of  economic  stagnation.  In  all  these  ways,  the  losses  arising 
from  the  balance  of  payments  crisis  might  more  than  offset  the  benefits  re¬ 
sulting  from  the  earlier  faster  development  and  fuller  use  of  resources  that 
helped  to  bring  it  on. 

(b)  Currency  Demluation 

If  the  government  is  technically  able,  and  also  willing,  to  reduce  the  foreign 
exchange  value  of  the  currency,  this  may  obviate  the  need  for  a  prolonged 
period  of  stagnation  in  order  to  restore  the  country’s  competitive  position. 
On  the  other  hand,  currency  devaluation  or  depreciation  can  have  serious 
consequences.  It  tends  to  speed  up  the  pace  of  inflation  and,  if  it  is  too  fre¬ 
quently  resorted  to,  the  situation  may  get  out  of  hand.  Both  residents  and 
foreigners  will,  moreover,  become  unwilling  to  hold  the  currency  and  will 
keep  as  high  a  proportion  of  their  assets  as  they  can  abroad.  Foreign  invest¬ 
ment  may  also  be  discouraged,  although  this  is  not  inevitable  if  loans  are 
fixed  in  terms  of  foreign  currency  and  if  direct  investors  take  the  view  that, 
while  devaluation  may  temporarily  reduce  the  value  of  their  investments,  in 
the  longer  run  the  value  is  quite  likely  to  be  restored;  some  such  investors 
may,  indeed,  prefer  to  invest  in  a  rapidly  growing  country,  even  if  the  ex¬ 
change  value  of  the  currency  is  continuously  depreciated  (e.g.  Brazil),  rather 
than  in  a  stagnating  economy,  however  sound  its  currency. 

It  is  clear  that  currency  devaluation  or  depreciation  should  be  avoided  if 
at  all  possible  and  should  only  be  resorted  to  as  a  pis  alter  if  the  alternative 
would  be  economic  stagnation  or  widespread  unemployment.  In  any  case. 
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it  is  likely  that  devaluation  will  take  some  time  to  remove  a  substantial 
foreign  deficit  because  trade  will  normally  be  rather  slow  to  respond.  It  will, 
for  example,  take  time  to  build  up  the  extra  production  for  export  and  to  re¬ 
place  imports  that  is  now  made  profitable. 

(c)  Import  Controls 

Even,  therefore,  if  the  currency  is  devalued  in  a  crisis,  it  may  well  be  de¬ 
sirable  to  impose  temporary  import  controls,  until  the  devaluation  has  had 
time  to  have  effect,  as  an  alternative  to  correcting  the  balance  wholly  through 
widespread  and  wasteful  deflation  in  the  manner  described  earlier.  (There 
will,  of  course,  normally  have  to  be  some  reduction  in  home  demand  to  allow 
an  improvement  in  the  balance  of  payments;  otherwise,  neither  import  con¬ 
trols  nor  devaluation  may  be  effective.  But  it  should  be  possible  to  avoid  a 
large  reduction  in  home  output).  It  may  also  be  desirable  to  unpose  import 
restrictions  without  devaluing  if  it  is  thought  that  the  balairce  of  payments 
deficit  is  temporary  and  can  be  removed  at  existing  rates  of  exchange. 

Effective  import  or  exchange  controls  may  admittedly,  of  course,  be  dif¬ 
ficult  to  impose  and  to  enforce.  They  also  have  considerable  disadvantages, 
some  of  which  were  mentioned  earlier.  They  lead  to  distortions  in  the  economy 
that  may  be  hard  to  remove  later.  They  may  discourage  foreign  investors 
(although  this  is  not  inevitable  if  it  is  made  quite  clear  that  restrictions  will 
not  be  applied  to  remittances  of  profits  or,  within  reason,  of  capital,  but  will 
be  confined  largely  to  imports).  Severe  restrictions  on  imports  of  capital  goods 
and  raw  materials  may  also  disrupt  production  and  development  programmes. 
The  imposition  of  import  restrictions  to  maintain  external  balance  should 
therefore,  like  devaluation,  be  resorted  to  only  as  a  regrettable  necessity,* 
but  the  consequences  may  nevertheless  be  much  less  serious  than  those  re¬ 
sulting  from  an  attempt  to  remove  a  deficit  wholly  through  deflation. 

In  determining,  therefore,  whether  to  adopt  a  more  or  less  ambitious  devel¬ 
opment  programme,  when  there  is  a  danger  that  the  more  ambitious  may 
lead  to  balance  of  payments  difficulties  in  the  future,  a  good  deal  will  depend 
on  the  type  of  policies  that  the  government  is  able  and  prepared  to  pursue 
should  these  difficulties  arise.  If  it  proposes  to  rely  wholly  on  deflation,  and 
to  eschew  currency  devaluation  and  import  controls,  there  may  be  a  much 
greater  danger  that  the  more  ambitious  policy  will  on  balance,  over  a  period 
of  years,  be  disadvantageous  to  the  country.  But  this  is  admittedly  not  in¬ 
evitable  since  devaluations  and  controls,  as  we  have  seen,  bring  difficulties 
and  dangers  of  their  own;  some  people  may  indeed  feel  that  growth— and  the 
right  type  of  growth  —  will  be  better  encouraged  in  the  long  run  by  avoiding 
such  expedients  at  all  costs,  even  if  this  means  some  periods  of  stagnation 
or  decline,  rather  than  by  policies  that  involve  restrictions,  and  possibly  de> 
valuation,  from  time  to  time  to  avoid  such  interruptions  to  gro>^. 

*1  do  not  inclade  here  import  restrictions  deliberately  imposed  for  protective  reasons  (al¬ 
though  the  distinction  between  the  two  types  may  admittedly  not  ba  very  clear  in  practice). 
See  also  note  on  Page  75. 
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Use  or  Reserves 

Finally,  a  good  deal  of  what  has  been  said  about  bold  and  cautious  policies 
applies  also  to  the  problem  of  whether,  and  how  far,  reserves  of  foreign 
currency  should  be  used  to  finance  development.  (I  am  not  concerned  here 
with  the  institutional  changes  that  may  be  necessary  to  mobilize  such  “re¬ 
serves”).  When  they  are  very  high  indeed,  as  they  are,  for  example,  in  West 
Africa  and  Malaya,  there  can  be  little  doubt  that  a  substantial  proportion 
can  be  safely  used  in  this  way.  But  when  they  have  fallen  to  a  level  that  bears 
a  more  normal  relationship  to  possible  fluctuations  in  trade  the  problem  be¬ 
comes  more  difBcult.  Much  will  depend  on  how  far  the  development  to  be 
financed  out  of  reserves  can  be  directed  to  activities  that  will,  earn  or  save 
foreign  exchange,  on  the  likelihood  of  balance  of  payments  difficulties  in  the 
future,  and  on  the  adverse  effect  that  such  difficulties  might  have  on  employ¬ 
ment,  production  and  development,  bearing  in  mind  the  types  of  corrective 
policy  that  are  likely  to  be  pursued. 

Unless  reserves  are  at  a  very  high  level  in  relation  to  trade,  it  will  not  nor¬ 
mally  be  sufficient  merely  to  compare  the  prospective  yield  (direct  and  in¬ 
direct)  if  they  are  used  to  fimance  local  investment  with  the  rate  of  interest 
earned  on  them  if  they  are  kept  invested  in  foreign  securities.  For  their  value 
to  the  country  in  a  future  exchange  crisis  may  be  much  greater  than  this  rate 
of  interest  would  suggest  if  they  enable  it  to  avoid  the  disruptive  effects  of 
devaluation,  import  and  exchange  controls  and,  most  of  all,  deflationary 
policies  that  remove  a  balance  of  payments  deficits  only  at  great  cost  to  em¬ 
ployment,  output  and  growth.  (The  simplified  niunerical  example  in  Appendix 
II  may  help  to  illustrate  this  point,  although  it  was  prepared  for  another  pur¬ 
pose  and  designed  to  show  how  reserve  building,  rather  than  the  keeping 
intact  of  an  existing  reserve,  may  be  a  good  investment). 

CONCLUaON  _ _ _  _ 

I  have  dealt  only  with  one  of  many  aspects  of  development  programming, 
but  I  think  that  it  may  be  an  important  aspect  that  should  not  be  neglected. 
If  my  analysis  bears  any  relation  to  reality  —  and,  as  I  said  at  the  beginning, 
I  am  very  ignorant  of  these  matters  —  it  will  clearly  be  most  difficult  in  prac¬ 
tice  to  assess  the  size  of  programme  that  can  safely  be  planned  in  the  light 
of  balance  of  payments  limitations;  for  so  many  imponderables  must  some¬ 
how  be  weighed  up.  But  it  is  worthwhile,  trying  to  clarify  the  issues.  Even 
if  my  ramblings  have  failed  to  do  this  I  hope  that  they  may  at  least  provoke 
discussion. 

APPENDIX  I 
Italy  and  Brazil 

According  to  the  Table  below,  real  national  income  increased  by  about  6 
per  cent  per  annum  between  1948  and  1955  in  both  Italy  and  Brazil,  but. 
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as  population  rose  faster  in  Brazil,  the  growth  in  her  real  income  per  head 
of  population  was  lower  (4  per  cent  per  annum  against  5}i  per  cent  in  Italy). 
(1948  was  taken  as  a  base  since  it  was  the  first  full  year  after  the  rapid  in¬ 
flation  in  Italy  had  been  brought  to  an  end).  Although  the  estimates  are  sub¬ 
ject  to  a  considerable  margin  of  error,  and  the  comparability  of  the  figures 
open  to  question,  it  seems  clear  that  there  has  been  a  rapid  growth  in  both 
countries,  despite  the  very  difFerent  policies  followed.  The  Table  shows  that 
in  Italy  wholesale  prices  remained  virtually  constant  between  1948  and  1956 
and  that  the  cost  of  living  rose  by  less  than  30  per  cent.  In  Brazil  prices  rose 
to  something  like  three  times  the  level  of  1948. 

It  is  true  that  Italy  started  the  period  with  real  income  below  the  pre-war 
level  so  that  part  of  her  growth  reflected  an  abnormal  post-war  recovery; 
but  real  income  continued  to  grow  rapidly  after  it  had  regained  and  surpassed 
the  pre-war  level.  Italy’s  rate  of  growth  is  also  far  less  striking  than  &at  of 
Brazil  if  a  comparison  is  made  with  pre-war  years,  but  she  was  badly  hit  by 
the  war.  The  slower  growth  of  population  in  Italy  should  help  her  to  increase 
per  capita  income  more  rapidly,  in  so  far  as  more  of  her  investment  can  be 
devoted  to  increasing  capital  per  head;  her  large  reserve  of  unemployed 
labour,  if  it  can  be  used,  should  help  her  to  expand  rapidly  while  the  slack 
is  being  taken  up;  her  higher  per  capita  income  may  help  her  to  save  more 
than  Brazil;  and  she  has  received  a  good  deal  of  foreign  aid  since  the  war. 
Brazil,  on  the  other  hand,  has  large  natural  resources  to  exploit;  she  has  re¬ 
ceived  a  good  deal  of  foreign  investment;  and  she  has  been  greatly  helped 
by  high,  and  (during  most  of  the  period)  rising,  coffee  prices. 

For  all  these  reasons  it  is  vay  hard  to  draw  any  moral  from  the  experience 
of  the  two  countries.  All  I  wished  to  illustrate  in  the  text  was  the  possibility 
of  rapid  expansion  imder  two  very  different  types  of  policy. 

Italy  and  Brazil 
(index  numbers.  1948  =3  100) 


Real  National 
income 

Italy  Brazil 

Real 

income 

Italy 

National 
per  head 

Brazil 

Wholesale 

prices 

Italy  Brazil 

Italy 

Cost  ol 
living 

Brasil 

1938 

109 

73* 

116 

90» 

2 

25 

2 

24* 

1948 

100 

100 

100 

100 

100 

100 

100 

100 

1949 

106 

108 

106 

105 

94 

109 

101 

98 

1950 

114 

118 

113 

112 

89 

125 

100 

103 

1951 

123 

125 

120 

116 

102 

149 

109 

113 

1952 

125 

132 

122 

.120 

96 

164 

114 

132 

1953 

135 

135 

130 

120 

96 

189 

116 

161 

1954 

142 

149 

137 

130 

97 

245 

120 

190 

1955 

151 

154 

145 

130 

97 

277 

123 

228 

1956 

98 

331 

129 

278 

Average 

annual 

rate  of 

increase 

1948-55 

6.1% 

6.4% 

5.4% 

3.8% 

•  1939 


THE  GOVERNMENT  FINANCING  OF  DEVELOPMENT 


83 


Sources  (to  Table,  Appendix  I). 

Real  national  income: 

Italy.  Gross  national  income  at  1954  prices  (allowing  for  changes  in  terms 
of  trade).  O.E.E.C.  General  Statistics,  converted  to  index,  base  1948  =  100. 

Brazil.  Gross  national  income  at  1950  prices  ( allowing  for  changes  in  terms 
of  trade).  U.N.  Economic  Survey  of  Latin  America,  1955.  The  1939  estimates 
is  based  on  figures  given  in  U.N.  Statistics  of  National  Income  and  Expendi¬ 
ture,  Series  H,  No.  8,  where  1939  prices  are  used  instead  of  those  of  1950. 

Wholesale  prices  and  cost  of  living:  U.N.  Monthly  Bulletin  of  Statistics. 

APPENDIX  II 

How  Reserve  Building  May  Be  a  Good  Investment 

This  appendix  gives  one  of  many  possible  examples  to  illustrate  how  re¬ 
serve  building  may,  in  certain  circumstances,  be  a  good  investment.  (The  re¬ 
sults  would  be  less  striking  if  certain  different  assumptions  were  made  — 
mine  are  very  special  ones  —  and  there  may  often  be  circumstances  in  which 
reserve  building  is  not  a  good  investment.  A  full  analysis  of  the  various 
possibilities  would  be  of  considerable  general  interest). 

We  assume  that,  in  year  1,  a  country  can  maintain  maximum  output  and 
yet  have  an  export  surplus  of  £1  million.  Output  for  domestic  use  is  £90 
million,  exports  are  worth  £11  million  (say,  1  million  tons  of  some  commo¬ 
dity  at  £11  per  ton,  the  whole  output  being  exported),  imports  are  £10 
million,  and  consumption  plus  domestic  investment  £100  million.  If  the 
government  keeps  total  effective  domestic  demand  at  £100  million  (and  we 
call  this  “policy  A”),  reserves  will  increase  by  £1  million,  as  in  column  (1) 
of  the  Table  below. 


£,  million  (year  1  prices  except  where 
otherwise  stated) 


POUCY  A 

POLICY  B 

Year  1 

Year  2 

Year  1 

Year  2 

(1) 
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(a)  Output  for  domestic 
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90 
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11 
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prices  ) 
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(c)  Imports 

a  •  a  • 

10 

10 

11 

9 

(d)  Change  in  reserves 

(e)  Consumption  plus 

domestic 

+  1 

—  1 

— 

investment  (  (a)  + 

(c)  )  .. 

100 

100 

101 

90 

An  alternative  policy  (B)  would  be  to  increase  consumption  plus  domestic 
investment  by  £1  million  in  year  1,  say  by  tax  remission  or  public  works. 
Since  it  is  assumed  that  no  more  could  be  produced  the  export  surplus  would 
then  be  wiped  out;  and  we  assume  for  simplicity  that  the  whole  of  the  worsen¬ 
ing  in  the  balance  of  trade  falls  on  imports  (there  might  in  practice  be  some 
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additional  consumption  of  export  goods  at  home).  We  also  assume  that  the 
price  of  output  for  domestic  use  is  not  driven  up  and  that  the  supply  of  im¬ 
ports  is  infinitely  elastic.  The  result  is  shown  in  colunm  (3). 

In  year  2  the  price  of  exports  falls  from  £,11  to  £9  per  ton  and  the  same 
amoimt  is  produced  and  sold  abroad,  the  export  supply  being  completely  in¬ 
elastic.  The  price  of  imports  remains  the  same  so  that,  if  total  effective  de¬ 
mand  is  kept  at  £100  million  by  appropriate  governmental  policy,  the  value 
of  imports  will  be  imchanged  and  maximum  output  will  be  maintained.  (We 
assume  for  simplicity  that  there  has  been  no  growth  in  the  productive  capacity 
of  the  economy).  TTiere  will,  however,  be  an  import  surplus  of  £1  million. 

If  policy  A  was  followed  in  year  1,  this  can  be  met  out  of  reserves,  which 
were  built  up  by  a  corresponding  amount  in  that  year  (see  column  (2) ).  But 
it  will  not  be  possible  to  do  this  if  policy  B  was  followed,  because  it  is  as¬ 
sumed  that  reserves  at  the  start  were  at  the  minimum  level.  If  import  con¬ 
trols  are  not  imposed*  the  government  must  then  reduce  effective  domestic 
demand  sufficiently  to  limit  imports  to  £9  million.  But  this  will  not  be 
achieved  merely  by  reducing  it  from  £1(X)  million  to  £99  million.  For  a 
large  part  of  the  fall  in  demand  will  merely  reduce  output  for  domestic  use 
(the  supply  of  which  we  assume  to  be  completely  elastic  for  a  reduction  of 
output  below  the  initial  level).  If  the  marginal  (as  well  as  the  average)  pro¬ 
pensity  to  import  is  one-tenth  at  less  than  maximum  output  (above  maximum 
output  it  is  one),  effective  domestic  demand  must  be  reduced  to  90.  Output 
for  domestic  use  then  falls  to  81  and  there  is  quite  heavy  imemployment  and 
waste  of  resources  (see  column  (4) ). 

Under  policy  B,  the  total  of  consumption  plus  domestic  investment  over 
the  two  years  is  £191  million.  Under  the  more  provident  policy  A  it  is  £200 
million.  The  addition  of  £1  million  to  reserves  in  year  1  was  thus  an  extreme¬ 
ly  good  investment. 

If  import  restrictions  are  imposed  the  difference  between  the  results  of  the 
two  policies  may  be  much  smaller.  But  there  may  then,  if  the  “improvident" 
policy  is  followed,  have  to  be  a  slashing  of  imports  of  materials  and  capital 
goods  in  year  2  that  causes  unemployment  and  disrupts  development  pro¬ 
grammes. 


•It  it  tMumed  that  devaluation  would  be  ineffective  in  the  ihoit  run. 
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DEFICIT  FINANCING  OF  PUBLIC  CAPITAL  FORMATION* 

(with  special  reference  to  the  inflationary  process  in  under¬ 
developed  countries) 

Bt 

H.  W.  Singer 

The  purpose  of  this  note  is  extremely  modest.  It  merely  attempts  ( Section 
I)  to  list  some  of  the  general  inter-relations  which  determine  the  effects  of 
financing  government  capital  formation  by  deficit,  and  (Section  II)  to  mention 
some  of  the  considerations  that  have  more  special  validity  in  underdeveloped 
countries.  In  this  way,  it  is  hoped  to  clarify  some  concepts  and  provide  a 
basis  for  discussion.  It  should  be  made  clear  that  the  note  is  limited  to  a  dis¬ 
cussion  of  deficit  financing  for  productive  public  investment  only. 

1 

General  Inter-relations  and  Effects 

The  problems  of  definition  and  measurement  of  deficit  financing  are  many 
and  confusing.  Apart  from  the  obvious  need  of  first  defining  the  scope  of 
“government”  and  of  "capital  expenditure”,  there  are  different  justifiable  mea- 
siures  of  the  public  deficit,  each  of  them  of  specific  significance  and  specific 
application  to  different  purposes.  Definitions  can  be  adjudged  bad  only  where 
they  are  inappropriate  —  or  not  the  most  useful  ones  —  in  relation  to  the 
specific  purpose  of  a  particular  discussion  or  analysis. 

For  the  purposes  of  an  introductory  discussion  here,  it  may  be  best  to  fix 
attention  firmly  on  the  allocation  of  real  resources.  We  may  start  out  with 
“unborrowed”  private  domestic  savings,  i.e.  the  excess  of  private  domestic 
incomes  —  personal  and  corporate  —  over  private  consiimption  of  goods  and 
services.  It  should  be  noted  that  we  have  excluded  from  available  private 
savings  any  part  which  may  —  by  borrowing  —  have  been  placed  at  the  dis¬ 
posal  of  the  government  by  loan  prior  to  the  public  capital  formation  here 
considered.  These  “unborrowed”  private  savings  are  available  to  be  used 
for  three  purposes:  (a)  financing  private  capital  formation;  (b)  financing  an 
expmrt  surplus**  or  (c)  “deficit”  financing  of  public  capital  formation.  The  con¬ 
cept  of  deficit  financing  most  suitable  to  this  particular  approach  must  be 
the  excess  of  public  capital  formation  over  and  alwve  any  surplus*  of  “genuine" 

al  gratefully  acknowledge  valuable  comments  on  an  earlier  draft  of  this  note  from  my  col¬ 
league,  Mrs.  O.  B.  Forrest.  ■—  - 

bWhich  may,  of  course,  be  negative  —  in  this  case  it  is  the  import  surplus  which  finances, 
and  the  above  sentence  should  be  turned  around. 

cThii  may  also  be  a  negative  figure.' 
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government  revenue  left  after  covering  other  (non-capital)  government  ex¬ 
penditure,  due  adjustment  being  made  for  transfer  items  and  cash  balances. 
“Genuine”  government  revenue  is  defined  as  government  revenue  which  re¬ 
presents  a  real  transfer  of  a  claim  to  resources  prior  to,  and  independently 
from,  the  process  of  public  investment.  Revenue  does  not  cease  to  be 
“genuine”  because  its  real  incidence  is  on  savings  rather  than  consumption,  or 
because  it  involves  a  futvue  commitment  to  repay  the  provider  of  the  revenue. 

The  purpose  of  this  definition  is  to  throw  light  on  the  disposition  of  the 
real  resources  not  claimed  by  the  owners  of  the  “available”,  i.e.  unborrowed, 
private  savings.  Thus  defined,  an  increase  in  the  government  deficit  —  whether 
due  to  an  increase  in  public  capital  formation  or  a  reduction  in  “genuine” 
government  revenue  or  an  increase  in  other  public  consumption  of  goods  and 
services  —  forms  an  additional  claim  against  the  “available”  private  savings. 
This  additional  claim  will  be  accommodated  either  by  making  room  for  it, 
through  separate  (autonomous)  adjustments,  whether  a  reduction  of  other 
claims  or  an  increase  of  available  private  savings,  of  else  it  will  have  to  be 
squeezed  in  and  cause  (induce)  adjustments  in  the  other  claims  or  in  the 
available  savings.  Prominent  among  the  mechanisms  which  induce  such  ad¬ 
justments  when  the  claims  are  squeezed  in  are  inflationary  pressures  exercised 
by  the  increased  deficit. 

We  can  now  say  that  an  increased  government  deficit  will  be  inflationary 
to  the  extent  that  no  room  is  made  for  it  by  one  or  the  other  of  the  following 
changes  (or  of  course  a  combination  of  these): 

(a)  a  voluntary  reduction  of  private  consumption  (increased  propensity  to 
save),  without  an  increase  in  private  capital  formation  or  in  the  export  sur¬ 
plus; 

(b)  a  voluntary  reduction  of  private  capital  formation,  without  an  increase 
in  private  consvimption; 

(c)  an  increase  in  private  incomes  without  an  increase  in  private  consump¬ 
tion  or  private  capital  formation: 

(d)  a  foreseen  or  pre-arranged  reduction  in  the  export  surplus,  or  increase 
in  import  surplus,  e.g.  if  foreign  exchange  reserves  can  be  drawn  down,  or  if 
increased  foreign  grants,  loans  or  credits  are  known  or  assumed  to  be  avail¬ 
able,  or  if  income  from  foreign  investments  is  anticipated  to  increase. 

While  the  absence  of  such  adjustments  produces  inflationary  pressures,  the 
presence  of  such  adjustments  is  not  sufficient  to  ensure  the  absence  of  in¬ 
flationary  pressure.  It  is  clear  that  problems  may  arise  concerning  the  mobility 
of  resources  released  by  the  reduction  in  private  consumption,  and  their 
transformation  into  the  resources  required  for  the  increase  in  public  capital 
tormation.  Resource  immobility  may  be  a  separate  cause  of  inflationary  pres¬ 
sure,  even  if  “room  is  made”  and  the  deficit  is  matched  in  the  aggregate 
ana^sis.  This  is  further  discussed  in  Section  II. 

An  increase  in  public  capital  formation  will  not  be  inflationary  —  at  least 
in  the  aggregative  sense  —  if  it  is  accompanied  by  a  corresponding  reduction 
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in  other  government  consumption  of  goods  and  services  or  a  corresponding 
increase  in  genuine  government  revenue  --  or  a  suitable  combination  of  the 
two.  In  this  case,  there  is  in  fact  no  deficit  financing  on  the  definition  used 
here,  i.e.  no  additional  claims  on  available  savings,  and  no  reduction  of  avail¬ 
able  savings,  if  other  things  are  assumed  to  remain  equal.  Discussion  on  the 
inflationary  impact  of  an  increased  government  budget,  even  when  balanced, 
has  served  to  emphasize,  however,  that  other  things  are  not  likely  to  remain 
equal.  One  can  hardly  neglect  the  incidence  of  increased  taxation  and  genuine 
borrowing  on  private  savings. 

But  this  complication  applies  also  to  the  adjustments  mentioned  under  (a), 
(b),  (c)  and  (d)  above,  which  imply  an  assumption  of  other  things  remaining 
equal.  In  the  actual  economic  process,  the  aggregates  mentioned  here,  i.e. 
private  consumption  —  private  savings  —  private  capital  formation  —  import 
surplus  —  foreign  investment  —  public  capital  formation  —  other  public  con¬ 
sumption  of  goods  and  services  —  public  revenue,  form  an  interdependent 
I  system.  Changes  in  any  one  item  are  highly  likely  to  produce  changes  in  the 
I  others.  There  are  obviously  numerous  possible  situations  and  chains  of  events 
I  following  upon  a  change  in  any  one  of  these  interdependent  quantities,  such 
as  public  capital  formation,  and  their  analysis  could  become  extremely  com¬ 
plex.  The  great  range  of  possible  situations  also  offers  scope  to  a  great  variety 
of  different  policies  capable  of  influencing  the  events  flowing  from  a  change 
in  one  of  these  quantities,  such  as  public  capital  formation,  and  hence  bear¬ 
ing  upon  the  nature  and  extent  of  inflationary  pressiure. 

What  happens  if  these  adjustments  to  “make  room”  are  not  made,  or  if 
their  effect  is  cancelled  out  by  their  impact  on  the  interdependent  system? 
It  is  clear  that  in  an  ex-post  sense,  a  deficit-financed  attempt  to  increase  pub¬ 
lic  capital  formation  must  always  be  financed  by  consequential  changes  in 
the  other  aggregates,  or  else  the  attempted  increase  in  capital  formation  could 
not  in  fact  take  place.  Where  the  government  increases  public  capital  forma¬ 
tion,  and  where  other  things  remain  equal,  in  the  end  there  must  be  a  reduc¬ 
tion  of  private  consumption  or  of  private  investment  or  a  deficit  on  the  cur¬ 
rent  balance  of  payments  or  a  reduction  in  current  government  expenditure 
or  an  increase  in  government  revenue.  And  in  the  end  the  sum  total  of  these 
I  changes  must  be  equal  to  the  increased  public  capital  formation. 

I  The  important  difference  is  that  where  room  is  made  for  the  additional 
claims  on  available  savings  by  the  prior  or  simultaneous  autonomous  adjust¬ 
ments  described,  the  increased  deficit  will  not  have  an  inflationary  impact. 
Where  adjustments  are  induced  by  squeezing  in  the  additional  claims,  these 
adjustments  are  almost  certainly^  the  result  of  an  inflationary  impact  of  the 

■The  exception  is  where  we  can  attribute  an  inunediate,  i.e.  simultaneous,  increase  in  total 
output  directly  to  the  increased  public  capital  formation;  in  that  case  even  the  immediate  im¬ 
pact  need  not  be  inflationary.  The  exception  is  obviously  more  important  for  the  long-term  than 
for  the  immediate  impact,  although  even  during  the  period  of  capital  formation  it  is  conceivable 

I  that  the  anticipated  efFects  of  public  investment  formation  will  increase  the  total  available 
supplies  of  consumption  goods. 
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government  deficit,  even  though  this  impact  may  be  repressed  or  concealed, 
and  even  though  the  final  —  as  distinct  from  the  immediate  —  impact  need 
not  necessarily  be  inflationary. 

But  there  are  three  facts  which  rob  these  propositions  derived  from  elemen¬ 
tary  static  interrelations  of  much  of  their  usefulness:  (a)  The  inflationary  im¬ 
pact  of  a  deficit  incurred  for  public  capital  formation  is  not  just  a  mechanism 
of  adjustment,  of  “squeezing  in”  the  additional  claims  on  available  resources. 
It  has  other  repercussions  of  its  own  which  may  affect  the  immediate  situation 
as  well  as  the  long-range  objectives  of  public  policy;  (b)  The  changes  in  the 
other  aggregates  —  autonomous  or  induced  —  which  will  “finance"  the  deficit 
one  way  or  another  are  changes  in  the  relative  sense  only;  ( c )  The  increased 
public  capital  formation  is  in  fact  intended  to  change  the  other  national  in¬ 
come  items  and  their  relations,  so  that  it  is  hardly  consistent  to  assume  con¬ 
stancy  of  these  other  factors.  Something  more  should  be  said  about  these 
three  complicating  factors. 

First,  the  inflationary  impact  has  a  life  of  its  own.  The  nature  of  the  inter¬ 
dependence  of  public  capital  formation,  and  of  the  deficit  incurred  to  finance 
it,  with  the  other  economic  aggregates  is  such  that  the  extent  of  the  infla¬ 
tionary  expansion  required  to  complete  the  process  of  squeezing  in  and  pro¬ 
duce  the  final  ex-post  “finance”  of  the  government  deficit  may  be  large;  or  it 
may  not  be  easily  predictable;  or  it  may  contain  in  itself  strong  cumulative 
elements,  particularly  when  different  social  groups  attempt  to  shift  the  inci¬ 
dence  of  the  required  adjustments;  or  it  may  itself  have  strong  repercussions 
on  the  aggregates  involved,  e.g.  affect  the  productivity  of  the  economy,  or 
the  productivity  of  the  capital  formation  which  takes  place.  The  adjustment 
mechanism  will  affect  the  distribution  of  incomes  and  thus  affect  the  under¬ 
lying  aggregates  and  propensities.  In  fact,  it  is  in  the  redistribution  of  income 
towards  profits  and  the  consequent  increase  in  savings  (or  perhaps  in  the 
built-in  high  marginal  rate  of  taxation  which  results  from  progressive  tax  rates 
combined  with  fixed  monetary  income  ranges),  that  most  analysts  see  the 
main  way  in  which  the  inflationary  mechanism  brings  itself  to  an  end,  and 
results  in  a  new  equilibrium  of  available  savings  and  total  demand  for  sav¬ 
ings.  But  these  self-adjusting  forces  may  be  weakened  in  their  operation 
(especially  in  inflation-alert  economies),  or  they  may  even  be  overwhelmed 
by  opposite,  cumulative  forces.  At  any  rate,  the  inflationary  process  created 
by  government  deficits  —  quite  apart  from  its  function  of  providing  finance 
for  the  increased  deficit  —  may  have  most  important  effects  of  its  own  which 
may  nullify,  or  more  than  nullify,  any  hoped-for  benefits  from  increased  pub¬ 
lic  capital  formation.  We  can  not  disregard  these  other  effects  of  the  mechan¬ 
ism  by  which  an  increase  in  the  deficit  “finances  itself’.  Inflationary  pressure 
is  a  mechanism  of  providing  “induced  backing”  for  public  investment  —  but 
it  is  also  a  great  deal  more  than  that. 

Second,  a  government  deficit  is  only  one  of  many  elements  which  deter¬ 
mine  the  total  of  inflationary  or  deflationary  pressures.  The  preceding  analysis 
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tells  us  only  whether  increased  public  capital  formation  financed  by  deficits 
will  have  inflationary  effects  or  not,  compared  with  the  situation  as  it  would 
be  otherwise.  It  is  quite  possible  that  in  the  absence  of  increased  deficit 
financed  public  capital  formation  the  general  economic  situation  would  have 
been  deflationary,  e.g.  because  of  a  decline  of  private  investment  or  an  in¬ 
crease  in  private  savings,  or  a  drop  in  export  incomes  not  compensated  by  a 
reduction  in  imports,  or  because  of  abundant  crops  or  an  increase  in  the  pro¬ 
ductivity  of  labour,  or  an  increased  demand  for  money  perhaps  due  to  a 
shrinkage  in  the  subsistence  sector  and  an  expansion  of  the  monetary  sector 
of  the  economy.  Or,  indeed,  for  many  other  possible  reasons.  In  this  case 
the  above  analysis  remains  formally  correct.  But  deficit-financed  public  capi¬ 
tal  formation  will  then  be  inflationary  only  in  a  relative  sense,  namely  in 
that  it  compensates  for  a  deflationary  trend.  It  will  be  reflationary  rather 
than  inflationary.* 

On  the  other  hand,  the  trend,  even  without  the  increased  deficit-financed 
public  capital  formation,  may  already  be  inflationary,  perhaps  as  a  resiilt  of 
similar  previous  deficits.  Since  we  are  interested  in  the  absolute  impact  of 
government  deficits  we  must  take  into  accoimt  the  prevalence  of  inflationary 
or  deflationary  trends  in  the  economy  apart  from  public  capital  formation 
financed  by  deficits.  It  is  at  this  point  that  the  existence  of  unemployed  re¬ 
sources  bjoomes  important.  It  also  follows  that  once  a  government  deficit 
has  created  an  inflationary  situation,  the  question  of  whether  or  not  to  con¬ 
tinue  an  original  deficit  becomes  entirely  different  from  the  question  of  the 
original  justification  for  the  deficit.  Hence  the  analysis,  in  any  case  complex 
because  of  the  mutual  interdependence  of  all  the  factors  involved  and  be¬ 
cause  of  the  non-neutral  effects  of  the  adjustment  mechanism  itself,  will  be¬ 
come  even  more  complex  when  the  situation  in  the  absence  of  a  deficit,  or 
increased  deficit,  can  be  assumed  to  be  stable. 

Third,  there  is  the  effect  of  the  public  investment  itself.  As  has  been  pointed 
out  in  a  different  context,  if,  during  the  period  of  deficit-financed  public  capi¬ 
tal  formation,  output  shows  an  increase  so  large  that  additional  private  sav¬ 
ings  out  of  increased  incomes  equal  the  additional  public  capital  formation, 
the  effect  of  the  deficit  will  be  reflationary  rather  than  inflationary.  If  this 
increase  in  output  can  be  directly  coimected  with  the  public  capital  forma¬ 
tion,  then  the  impact  of  the  latter  could  be  justly  described  as  non-inflationary. 
Such  a  connection  is  natural  to  assume  in  the  longer  run.  Public  investment 
may  directly  produce  output,  or  more  likely  it  may  induce  additional  output 
by  making  private  capital  more  productive  or  by  raising  the  productivity  of 
labour  generally.  But  all  these  effects  will  normally  follow  only  with  a  time 
lag  upon  the  period  of  actual  capital  formation.  Furthermore,  quite  apart 
from  this  time  lag,  the  observed  marginal  output/capital  ratio,  except  in 

•This  is  especially  so,  if  "deficit-financing"  occurs  after  the  collapse  of  a  previous  export 
boom,  within  the  framework  of  a  compensatory  budget  policy  under  which  surpluses  built  up 
during  the  export  boom  are  gradually  used  up.  Such  surpliues  can  include  both  budgetary 
reserve  funds  and  foreign  exchange  reserve  funds. 
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periods  of  recovery  from  depression,  is  not  normally  more  than  40-50  per 
cent;  and  this  includes  the  increases  in  output  not  causally  associated  with 
increased  capital  formation.  If  we  assume  that  half  the  actually  observed  in¬ 
crease  in  output  can  be  attributed  to  investment  as  such,  the  “causative”  out¬ 
put/capital  ratio  would  be,  say,  25  per  cent.  This  means  that  it  would  take 
four  years  before  the  increased  output  equals  the  deficit  incurred;  and  even 
if  all  additional  income  arising  from  the  additional  output  were  immediately 
saved  or  taxed  away  in  the  first  round,  it  would  take  four  years  for  the  supply 
of  savings  to  catch  up  with  the  increased  demand  for  them.  In  the  mean¬ 
time,  of  course,  the  adjustment  mechanism  set  in  motion  by  the  deficit  as 
well  as  expenditure  out  of  increased  incomes  (since  in  practice  not  all  the 
increased  income  will  be  saved  or  taxed)  would  have  transformed  the  original 
situation,  and  other  determinants  of  the  economic  situation  would  also  be 
changed  beyond  recognition. 

Where  there  are  unemployed  resources  to  begin  with,  the  “causative”  out¬ 
put/capital  ratio  may  of  course  be  higher  than  25  per  cent  and  the  increase 
in  output  required  to  provide  the  additional  savings  necessary  for  restoring 
equilibrium  could  be  achieved  correspondingly  more  quickly.  But  even  under 
the  most  favourable  assumptions,  it  is  unlikely  that  the  increased  savings  out 
of  additional  output  per  se  will  come  along  in  sufficient  time  to  overtake  the 
effects  of  the  inflationary  mechanism.  Instead,  we  must  put  our  hopes  either 
in  deflationary  policies  during  the  period  of  capital  formation  or  else  in  self- 
equilibrating  tendencies  of  the  inflationary  mechanism  itself. 

The  special  justification  of  deficit  financing  for  public  capital  formation 
where  there  are  unemployed  resources  would  normally  have  to  be  on  dif¬ 
ferent  grounds:  The  opportunity  cost  of  the  additional  public  investment  will 
be  less,  and  hence  its  social  productivity  higher,  if  the  resources  used  would 
otherwise  be  unemployed.  The  restoration  of  equilibrium  will  then  be  at  a 
higher  level  of  production  —  and  probably  a  lower  level  of  prices  —  than 
otherwise.  With  unemployed  resources  present,  one  buys  more  additional 
output  with  each  unit  of  deficit  finance  —  hence  the  price  is  more  likely  to 
be  worth  paying,  and  the  resulting  inflationary  pressure  more  likely  to  be 
amenable  to  compensatory  action  or  to  remain  within  the  safety  limits  be¬ 
yond  which  cumulative  forces  are  released. 

n 

Some  Special  Factors  in  Underdeveloped  Countries 

Some  special  factors  may  now  be  briefly  listed  which  determine  the  effects 
of  deficit-financed  public  capital  formation  in  under-developed  coimtries, 
within  the  context  of  the  general  analysis  presented  under  I  above. 

The  situation  is  superficially  similar  to  that  of  developed  countries  in  a 
depression,  in  that  in  many  under-developed  countries  a  supply  of  unutilized 
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labour  can  be  assumed  to  exist  at  the  going  wage  rates  in  the  "modemized” 
sector  of  the  economy.  It  is  admitted  that  unemployment  of  labour  may  take 
different  forms  —  it  may  be  disguised  rather  than  open,  or  it  may  be  con¬ 
cealed  by  the  economic  and  social  structure  of  agriculture  and  handicrafts  — 
but  one  may  assume  an  over-supply  of  labour,  in  the  sense  that  a  potential 
working  force  for  expanded  production  is  in  existence,  and  that  its  present 
marginal  productivity  is  nil  or  very  close  to  nil.  There  may  indeed  also  be 
unutilized  reserves  of  raw  materials  and  even  of  fixed  capital  equipment,  al¬ 
though  certainly  not  to  the  same  extent  as  in  an  industrial  economy  in  under¬ 
employment  equilibrium,  or  in  depression.  But  as  against  this  superficial 
similarity,  there  is  the  important  difference  that  the  more  productive  em¬ 
ployment  of  this  unemployed  or  under-employed  labour  force  is  obstructed 
by  something  more  than  a  shortage  of  effective  demand. 

The  difficulty  of  transforming  latent  resources  into  actual  output  in  imder- 
developed  countries  is  more  deeply  rooted.  Different  analysts  have  differed 
about  what  these  other  root  causes  are  —  and  indeed  they  may  be  different 
as  between  different  under-developed  countries.  Lack  of  entrepreneurship  or 
technical  knowledge,  the  lack  of  an  adequate  framework  of  public  services, 
lack  of  incentives  for  increased  effort,  ignorance,  lack  of  a  market  or  credit 
organization,  lack  of  communications,  immobility  of  resources,  absence  of 
adequate  econotme  institutions  have  all  been  cited  with  different  degrees  of 
emphasis.  A  common  factor  of  all  these  cited  obstacles  is  that  they  relate  to 
deficiencies  of  effective  supply  rather  than  of  effective  demand. 

Insofar  as  a  lack  of  essential  public  services  and  of  communications  is 
among  these  obstacles,  public  capital  formation  assiunes  particular  importance 
in  creating  the  preconditions  for  an  expansion  of  output,  and  this  may  add 
to  the  importance  of  public  investment,  financed,  if  necessary,  by  deficits. 
Again,  however,  the  analogy  with  the  case  for  public  investment  and  com¬ 
pensatory  public  finance  in  more  developed  countries  during  periods  of  de¬ 
pression  is  more  superficial  than  real.  The  purpose  of  the  public  expenditure 
is  different  in  the  two  cases.  In  the  depression  case,  it  is  to  increase  incomes 
and  create  the  demand  and  price  incentives  for  resumed  production;  the 
greater  the  multiplier  the  greater  the  effect  The  public  capital  formation  is 
justified  by  its  monetary  and  secondary  effects.  That  is  why  it  might  even 
consist  of  building  pyramids  or  burying  gold  or  bank  notes  in  disused  coal 
mines.  In  under  developed  countries,  public  investment  could  be  economically 
justified  only  for  its  impact  on  productivity,  for  lowering  cost  curves  and  in¬ 
creasing  the  elasticity  of  supply  curves  —  not  for  raising  demand  curves. 
Hence,  the  monetary  income  effects  of  deficits  incurred  to  finance  public  in¬ 
vestment  are  not  the  main  purpose,  but  an  unintended  by-product.  If  output 
can  not  be  expanded  under  the  impact  of  rising  demand,  the  case  for  deficit- 
financed  public  investment  is  obviously  greatly  weakened.  It  is,  in  fact,  re¬ 
duced  to  an  argument  of  pis  aller,  or  of  political  or  administrative  expediency. 
The  expansion  of  public  services  is  essential  —  and  better  ways  of  doing  this 
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may  be  barred  for  political  or  administrative  reasons.  The  income  effects  of 
a  deficit  will  normally  be  at  best  a  helpful  accessory.  The  redistribution  of 
income  in  favour  of  profits,  as  well  as  the  broadening  of  demand,  may  pos¬ 
sibly  serve  to  assist  in  the  movement  towards  the  main  objective,  e.g.  by  add¬ 
ing  a  further  inducement  to  private  investors  to  take  advantage  of  the  op¬ 
portunities  presented  by  lower  cost  as  a  result  of  the  provision  of  better  pub¬ 
lic  services.  But  the  lowering  of  real  cost  curves  remains  the  chief  objective. 

Marginal  rates  of  savings  and  taxation  in  under-developed  countries  are 
often  —  but  not  necessarily  or  universally  —  very  low.  This  can  be  attributed 
to  the  low  level  of  incomes,  the  nature  of  tax  systems,  the  difficulties  of  effec¬ 
tive  tax  administration,  the  lack  of  savings  institutions  and  facilities,  a  high 
propensity  to  consume  even  in  the  face  of  a  redistribution  of  incomes  to¬ 
wards  profits,  etc.  Whatever  the  reasons,  the  multiplier  must  in  under-de¬ 
veloped  countries  often  be  assumed  to  be  quite  high.  To  this  should  be  added 
that  often  there  are  no  surplus  foreign  exchange  reserves  so  that  the  capacity 
to  run  an  import  surplus  is  small,  while  the  marginal  propensity  to  import 
may  be  high.  Where  foreign  exchange,  and  especially  accretions  of  foreign 
exchange,  are  largely  reserved  for  producers’  goods,  and  there  is  little  or  no 
home  production  of  these  producers’  goods  —  both  being  the  case  in  many 
under-developed  coimtries  —  the  availability  of  imports  becomes  a  determi¬ 
nant  of  investment.  Thus  an  increase  in  the  import  surplus  may  be  in  fact 
associated  with  inflationary  pressures.* 

The  marginal  rate  of  savings  or  taxation  may  be  particularly  low  where 
the  increase  in  incomes  associated  with  the  act  of  deficit-financed  public  in¬ 
vestment  will  accrue  partly  in  kind.  For  instance,  where  previously  unem¬ 
ployed  or  under-employed  farmers  are  drawn  from  the  countryside  as  a  re¬ 
sult  of  deficit-financed  public  works  or  construction  of  urban  public  utilities, 
the  real  per  capita  income  of  those  remaining  on  the  land  is  increased.  But 
this  increase  may  take  the  form,  not  of  higher  money  incomes  through  addi¬ 
tional  sales,  but  of  increased  consumption  in  kind.  Since  the  persons  drawn 
from  the  countryside  will  in  their  turn  also  have  a  high  propensity  to  con¬ 
sume,  and  specifically  also  to  consume  food,  the  multiplier  may  become 
pro  tanto  very  high,  and  the  inflationary  gap  may  express  itself  sharply  in 
terms  of  food  shortages. 

Thus,  while  the  multiplier  is  likely  to  be  high  in  imder-developed  countries, 
the  response  of  supplies  to  price  increases  and  pressure  of  demand  is  hkely 
to  be  small.  Where  the  factors  reducing  productivity  or  lowering  elasticity 
of  supply  are  simultaneously  tackled,  there  may,  of  course,  be  an  expansion 
of  supplies  hand  in  hand  with  the  deficit-financed  public  investment;  alter- 

aThis  does  not  invalidate  the  general  analysis  presented  in  Section  I.  If  the  increased  level 
of  investment  were  carried  out  without  the  larger  import  surplus,  the  situation  would  be  even 
more  inflationary  than  it  actually  is.  But  the  point  here  is  that  the  attempt  to  step  up  invest¬ 
ment  would  not  and  could  not  have  been  made  without  the  availability  of  more  imported  capi¬ 
tal  goods.  In  this  sense  we  can  say  that  an  increased  import  surplus  will  de  facto  increase 
rather  than  diminish  inflationary  pressures,  since  the  increased  investment  based  on  it  requires 
also  domestic  resources  and  raises  domestic  incomes. 
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natively  the  public  investment  may  itself  be  specifically  directed  towards  re¬ 
moving  some  of  the  obstacles.*  In  the  first  case  the  combined  result  need 
not  be  inflationary;  in  the  second  case,  while  the  inunediate  effects  would 
be  inflationary,  the  longer-term  effects  would  be  beneficial,  and  the  inflation 
would  be  self-correcting  after  a  time  il  it  is  not  allowed  to  become  cumula¬ 
tive  in  the  earlier  stages.  Productive  public  investment  directed  towards  re¬ 
ducing  obstacles  to  increased  supply  in  the  more  immediate  future,  or  simul¬ 
taneously  with  an  attack  on  tb.ese  obstacles  by  other  means,  provide  the  classi¬ 
cal  case  in  defence  of  deficit  financing. 

Added  to  low  productivity  and  to  low  elasticity  of  supply  when  confronted 
with  increased  demand,  there  is  a  third  related,  yet  distinct  characteristic. 
This  is  resource  immobility,  i.e.  a  low  capacity  of  shifting  resources  from  one 
use  to  another,  or  from  one  sector  to  another.  While  resource  immobility  ob¬ 
viously  contributes  to  inelasticity  of  supply,  the  distinction  is  of  analytic  and 
practical  value.  Super-imposed  upon  the  diflBculty  of  increasing  supplies  of 
given  sectors  from  the  resources  already  committed  to  it,  there  is  the  further 
difficulty  of  augmenting  the  resources  committed  to  one  sector  by  reducing 
the  resources  committed  to  another.  In  a  developed,  especially  an  industrial, 
economy  with  a  large  stock  of  capital,  resource  mobility  is  to  some  extent 
provided  by  the  depreciation  of  capital.  This  continuously  sets  free  resources 
in  one  branch- which  are  then  available  for  use  elsewhere.  In  a  growing 
economy,  resource  mobility  is  facilitated  by  the  fact  that  it  is  easier  to  change 
the  allocation  of  new  resources  than  to  change  the  distribution  of  resources 
already  committed;  it  is  easier  to  have  differential  rates  of  growth  in  dif¬ 
ferent  sectors  of  the  economy  than  to  have  some  absolutely  declining.  An 
under-developed  country  has  neither  much  capital  to  depreciate  nor  a  large 
volume  of  fresh  resources  from  growth.  Fundamentally,  however,  the  greater 
ability  to  shift  resources  observed  in  more  developed  economies  must  be 
treated  as  a  concomitant  of  technical  progress,  technical  ability  and  a  high 
level  of  skill  and  training  in  the  population.  That  is  to  say,  the  same  forces 
which  are  fundamental  to  a  high  level  of  income  are  also  fundamental  to  re¬ 
source  mobility.  The  two  tend  to  go  hand  in  hand. 

Resource  immobility  has  an  important  implication.  To  set  free  resources 
to  the  extent  of,  say,  5  per  cent  of  national  income  in  order  to  augment  in¬ 
vestment  by  that  amount,  it  is  not  sufficient  that  the  same  amount  of  resources 
should  be  taken  away  from  consumption  or  private  investment  or  current 
public  expenditure.  This  is  a  necessary,  but  not  sufficient,  condition.  If  the 
resources  set  free  by  the  reduction  in  consumption  or  other  expenditure  can 
not  be  transformed  into  the  resources  required  for  addition^  investment, 
the  sacrifice  will  pro  tanto  have  been  made  in  vain.  It  is  not  difficult  to  con¬ 
ceive  of  situations  where  an  increase  in  investment  by  5  per  cent  of  national 
income  may  involve  curtailments  in  other  directions  of  perhaps  8  or  10  per 

•This  latter  possibility  is  limited  by  the  fact  that  not  all  the  obstacles  holding  back  supply 
can  be  affected  by  public  investment. 
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cent  of  national  income.  This  situation  has  some  resemblance  to  the  multiplier 
effect  involved  in  curtailing  domestic  incomes  in  order  to  achieve  certain  re¬ 
quired  reductions  in  total  import  demand. 

The  comparative  immobility  of  resources  between  sectors  in  under-de- 

veloped  countries,  combined  with  a  greater  inelasticity  of  supply  within  each 
sector,  has  consequences  which  can  be  expressed  in  various  ways.  First,  in 
under-developed  countries  global  pressure  of  demand  on  resources  is  more 
dangerous  and  more  liable  to  lead  to  inflation;  hence,  to  maintain  stability, 
under-developed  countries  may  have  to  forgo,  at  least  partially,  the  use  of 

one  of  the  instruments  which  might  otherwise  be  conducive  to  economic 
growth.  Second,  in  under-developed  countries  measures  to  increase  the 
mobility  of  resources  as  between  sectors  are  a  pre-condition  for  raising  the 
degree  of  pressure  of  total  demand  on  resources,  since  a  pressure  of  total 
demand  will  inevitably  require  adjustments  in  the  allocation  of  resources 
between  sectors.  Third,  in  the  under-developed  coimtries  the  burden  of  ad¬ 
justment  which  will  be  thrown  on  imports  will  tend  to  be  correspondingly 
greater;  the  diflSculties  of  achieving  an  expanded  balance  of  supplies  from 
domestic  production  lead  to  an  increased  need  to  add  to  supplies,  especially 
in  the  bottleneck  sectors,  through  imports  from  outside. 

This  last  point  perhaps  deserves  special  emphasis.  One  of  the  means  of 
overcoming  the  difficulties  created  by  resource  immobility  and  inelasticities 
of  supply  is  by  utilizing  export  proceeds,  foreign  exchange  reserves  of  foreign 
credits.  Such  foreign  exchange  resources,  normally,  are  freely  available  for 
supplementing  supplies  wherever  they  are  particularly  short,  and  offer  an 
escape  from  the  limitations  of  resource  immobility.  This  alone  would  give 
export  promotion  a  high  priority  in  many  actual  situations  in  under-developed 
countries.  Added  to  tiiis  there  is  the  fact  that  export  promotion  also  offers 
an  escape  from  the  limitations  set  by  the  narrowness  of  domestic  markets. 
For  these  reasons,  export  promotion,  where  possible,  appears  to  be  the  natural 
answer  to  some  of  the  fundamental  dilemmas  of  economic  development. 

Within  limits,  the  effects  of  export  promotion  can  also  be  achieved  by  im¬ 
port  substitution.  But  only  within  limits:  import  substitution  will  itself  re¬ 
quire  investment  with  an  import  content;  hence  it  may  add  to  the  immediate 
problems  even  where  it  holds  prospects  of  a  long-run  solution.  Secondly, 
import  substitution  may  adversely  affect  exports.  Thirdly,  it  may  result  in 
uneconomic  industries.  On  the  other  hand,  import  substitution  avoids  the 
marketing  difficulties  and  some  of  the  risks  of  export  promotion.  And  the 
resources  set  free  by  import  substitution  would  also  normally  be  freely  avail¬ 
able  as  between  different  uses.  Export  promotion,  and  import  substitution, 
will  often  offer  the  only  immediately  possible  solutions  to  some  of  the  prob¬ 
lems  posed  by  resource  immobility. 

As  has  been  indicated  above,*  in  under-developed  countries,  with  their 
fluctuating  export  proceeds,  foreign  exchange  reserves  may  be  accumulated 

•Se«  Page  89. 
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'lier  I  during  export  booms,  for  use  in  subsequent  periods  of  export  slumps,  in  which 

re-  I  deficit-financed  public  capital  formation  could  then  be  non-inflationary.  This 

I  procedure,  however,  presupposes  a  capacity  for  self-denial  and  restraint  dur- 

-de-  ■  ing  periods  of  export  booms.  It  also  presupposes  political  stability,  and  a 

ach  I  government  which  resists  the  temptation  to  snatch  quick  advantages  during 

»  in  its  own  term  of  office.  Where  impatience  —  popular  or  governmental  —  is 

lore  great,  and  where  the  need  for  progress  is  pressing,  such  self-denial  is  not  easy, 

lity.  Furthermore,  in  any  given  export  boom  it  is  not  easy  to  be  sure  that  it  is 

i  of  only  a  temporary  situation.  Nevertheless,  the  policies  of  governments  and 

niic  statutory  marketing  boards,  as  well  as  the  existence  of  cunency  linkages  which 

the  introduce  an  element  of  automatic  stabilization,  have  in  fact  opened  up  op- 

the  portunities  for  compensatory  policies  of  this  kind.  There  remains  the  problem 

otal  of  making  certain  that  such  “temporary”  or  “compensatory”  phases  of  deficit 

rces  financing  are  in  fact  kept  on  a  temporary  or  compensatory  basis,  i.e.  ter- 

ad-  minated  at  the  proper  time.  (This  difficulty  is  akin  to  the  difficulty  of  ter- 

igly  minating  protection  given  to  infant  industries).  In  both  cases,  there  is  the 

rom  ever-present  danger  diat  “nothing  is  so  lasting  as  the  provisional”, 

ally  While  under-developed  countries  are  at  a  disadvantage,  generally  speak¬ 

ing,  in  respect  of  adjustment  of  supplies  to  intensified  demand,  they  are  per- 
!  of  haps  at  an  advantage  as  regards  the  danger  of  a  cost  inflation,  or  wage-price 

ties  spiral.  It  is  dil^cult  to  be  dogmatic  about  this.  The  bargaining  position  of 

ugn  non-agricultural  labour,  and  especially  of  skilled  labour,  in  under-developed 

for  coimtries  is  sometimes  very  strong.  But  by  and  large,  especially  where  im- 

an  employment  and  under-employment  prevail  and  where  there  is  pressure  of 

pve  population  on  land  and  on  developed  resources,  the  general  picture  is  that 

ped  temporary  inflationary  pressiires  are  less  likely  to  set  off  wage-price  spirals, 

fers  This  must  not  be  confused  with  the  possibility  that  industrial  wage  rates  in 

:ets.  under-developed  countries  may  be  higher  than  would  be  best  in  the  light  of 

aral  the  resource  endowment  of  these  countries,  and  of  the  low  marginal  pro- 

t.  ductivity  of  labour  in  alternative  occupations,  especially  agriculture  and 

im-  handicrafts.  Wage  rates  can  be  structurally  too  high,  without  being  very  sensi- 

re-  tive  to  moderate  increases  in  prices  induced  by  deficit-financed  capital  forma- 

iate  tion.  To  the  extent  that  this  is  true,  in  fact,  cuts  in  real  wages  induced  by 

dly,  rising  prices  may  help  pro  tanto  to  correct  the  structural  “excess”  of  indus- 

t  in  trial  wages,  judged  in  relation  to  economic  growth  requirements.  But  this 

the  would  be  a  dangerous  approach,  vmless  the  policy-makers  can  be  certain  of 

the  the  point  at  which  the  wage-price  spiral  begins  to  operate. 

^ail-  If  a  combinabon  of  high  multipliers,  low  elasticities  of  supply  and  resource 

ion,  immobility  is  typical  of  under-developed  countries,  it  follows  that  deficit 
:ob-  financing  of  public  investment  is  particularly  dangerous,  at  least  until  these 
three  characteristics  have  been  modified  prior  to,  or  simultaneously  with,  the 
heir  deficit-financed  expenditure.  These  warnings  could  be  fortified  by  reference 
ited  to  other  characteristics  of  under-developed  countries.  Where  habits  of  mone¬ 

tary  exchange  and  use  of  monetary  institutions  are  still  in  their  infancy  and 
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have  to  be  carefully  nursed,  it  may  be  especially  dangerous  to  have  the  value 
of  money  depreciate.  Where  the  discipline  of  reconciling  ambitions  with 
limited  resources  has  to  be  developed,  the  requirement  of  a  balanced  budget 
should  not  be  easily  abandoned.  Where  shifts  to  profits  may  easily  result  in 
increased  speculation,  high-level  consumption  or  capital  flight,  the  mechanism 
of  inflation  loses  much  of  its  purpose.  Where  administrative  controls  are  par¬ 
ticularly  difBcult,  inflation  may  more  easily  get  out  of  hand.  This  is  indeed 
a  formidable  array  of  warning  signals  to  those  thinking  of  applying  the 
technique  of  deficit  financing  in  under-developed  countries,  even  as  the  coun¬ 
terpart  of  productive  public  investment.  The  warnings  look  serious  enough 
to  cause  acute  apprehension  in  regard  to  deficit-finance  proposals  in  most,  or 
nearly  all,  actual  combinations  of  circumstances  that  are  likely  to  be  encoim- 
tered  in  under-developed  countries. 

But  there  remains  the  exceptional  combination  of  circumstances.  There 
remains  the  case  where  perhaps  there  is  a  special  opportunity  to  increase  pro¬ 
duction  of  food  and  other  consumer  goods  conspicuously  and  rapidly  with 
the  aid  of  public  works,  and  bridge  the  interval  by  drawing  on  a  previously 
accumulated  surplus  of  foreign  exchange.  There  is  perhaps  the  case  of  the 
under-developed  country  with  very  high  marginal  rates  of  savings  or  taxation. 
There  is  the  case  of  imderlying  deflationary  tendencies  offering  scope  for 
public  deficits. 

There  is,  finally,  the  case  where  better  alternatives  to  deficit  financing,  such 
as  increased  taxation,  are  politically  or  administratively  impossible,  or  where 
its  broader  economic  effects  are  especially  harmful,  and  where  yet  some  forms 
of  productive  public  investment  are  an  absolute  precondition  of  economic 
progress,  and  where  economic  progress  in  turn  is  an  absolute  precondition 
for  political  and  social  stability.  But  even  where  deficit  financing  leads  to 
increased  capital  formation  the  dangers  of  deficit  financing  must  still  be 
weighed  against  the  dangers  of  economic  stagnation  or  deterioration;  and  it 
is  often  far  from  clear  that  the  non-existence  of  better  alternatives  should  be 
accepted  as  a  genuine  premise  of  debate.  Where  the  need  for  public  invest¬ 
ment  over  and  above  what  present  revenues  permit  is  so  crucial  and  impera¬ 
tive,  it  is  difficult  to  see  why  the  effort  to  overcome  the  obstacles  obstructing 
the  use  of  less  dangerous  methods  of  financing  could  not  also  be  made.  A 
determination  to  achieve  the  end  would  seem  to  presuppose  a  determination 
to  make  possible  the  best  means.  So  that  even  if  the  discussion  is  restricted, 
as  it  is  in  this  paper,  to  the  financing  of  productive  investment,  it  would  ap¬ 
pear  that  the  circumstances  justifying  deficit  financing  as  a  deliberate  choice 
would  be  rather  special  and  the  justified  doses  clqsely  circumscribed. 
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GENERAL  DISCUSSION 

Factor  Prices 

Much  of  the  discussion  was  on  the  effect  of  development  on  factor  and 
commodity  prices.  Mr.  Mayne  pointed  out  that  in  an  open  economy  the  effect 
was  limited.  The  only  things  that  could  not  be  imported  into  Puerto  Rico 
were  land  and  some  types  of  labour,  and  the  only  areas  of  inflation  were 
land  prices  and  wage  rates. 

It  was  agreed  that  rising  wage  rates  would  pose  a  special  problem  for  the 
West  Indies.  Certain  wage  increases  might  be  self-justifying  —  for  example, 
in  Puerto  Rico  legislated  increases  had  forced  employers  to  introduce 
mechanization,  thus  increasing  productivity.  But  the  relation  between  in¬ 
vestment,  productivity,  wages  and  other  prices  was  complex. 

It  was  argued  that  trade  unions  were  the  active  elements  in  bringing  about 
wage  increases  and  that  there  were  special  reasons  why  they  should  be  im- 
duly  aggressive  in  the  West  Indies  —  e.g.  to  maintain  membership  in  the  face 
of  union  rivalry.  More  and  more  workers  would  inevitably  join  unions  and 
the  power  of  government  to  influence  wage  policy  was  limited,  but  certain 
devices  might  be  tried  —  bonuses  might  be  related  to  productivity  rather 
than  the  cost  of  living,  joint  councils  might  carry  out  negotiations  on  behalf 
of  industries  with  more  than  one  imion  and  government  might  avoid  leading 
wage  increases  in  its  policy  toward  the  wages  of  its  own  employees. 

On  the  other  hand.  Professor  Schultz  suggested  that  current  West  Indian 
wage  increases  might  reflect  a  disequilibrium  in  the  economy  independent 
of  union  action  (the  shortage  of  skilled  labour  was  mentioned  as  a  possible 
manifestation  of  disequilibrium);  such  a  disequihbrium  in  the  States  had  led 
to  more  rapid  wage  rises  in  non-imionized  industries  than  in  other  industries. 

A  basic  factor  in  the  evaluation  of  the  effect  of  wage  increases  was  the 
variation  in  productivity  and  productivity  increases  from  industry  to  industry. 
A  justifiable  wage  increase  in  an  industry  with  rising  productivity  would  tend 
to  produce  increases  in  industries  with  low  and  stable  productivity.  Up  to  a 
point,  this  had  the  desirable  effect  of  eliminating  low  productivity  industries, 
but  if  carried  too  far  it  would  produce  imemployment,  choke  off  investment, 
and,  by  raising  general  prices,  set  off  further  wage  increases. 

It  was  argued  that  investment  might  be  stimulated  if  even  in  high  pro. 
ductivity  industries  wages  were  allowed  to  remain  below  the  level  dictated 
by  the  industry’s  productivity,  thus  increasing  profits.  But  it  was  also  suggested 
that  in  the  West  Indies  such  firms  might  earn  high  profits  without  being 
sensibly  influenced  in  their  investment  plans  —  for  example,  if  their  market 
was  limited. 

Professor  Schultz  suggested  as  a  general  principle  that  wages  might  rise 
“as  long  as  the  price  level  is  not  rising  and  as  long  as  you  are  not  getting 
visible  unemployment  from  the  wage  policies.  Primarily  what  you  should  try 
to  achieve  is  a  stabilization  of  prices  in  the  broad  consumer  complex  and  an 
economic  climate  which  enables  you  to  stay  in  the  market”. 
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Role  of  Government 

Two  principles  were  mentioned  as  possible  guides  to  the  role  government 
should  play  in  development  —  an  emphasis  on  the  flexibility  of  resources  and  i 
on  improving  the  quality  of  the  people.  Both  these  would  suggest  that  gov-  ; 
emments  devote  a  great  deal  of  attention  to  basic  public  services,  including  | 
research,  which  must  be  almost  as  exhaustive  in  under-developed  countries  I 
as  in  developed  ones;  and  that  general  action  of  this  type  be  preferred  to  the  I 
building  of  factories,  for  example,  for  specific  industries. 

Tax  exemption  was  cited  as  an  effective  and  flexible  instrument  of  govern-  j 
ment  policy.  Exemption  had  been  a  powerful  psychological  incentive  to  at¬ 
tract  investors  to  Puerto  Rico,  but  it  was  applied  differentially  —  for  example,  | 
profits  remitted  to  the  mainland  were  not  exempt  since  they  would  in  any  I 
case  be  liable  to  federal  tax;  thus  a  further  incentive  was  created  to  retain  I 
profits  in  Puerto  Rico. 

Mr.  Cadbury  pointed  out  that  taxation  and  wage  policy  were  linked,  since  j 
in  a  case  like  that  of  the  Jamaican  bauxite  industry  taxes  and  wage  increases 
could  be  seen  as  alternative  means  of  retaining  part  of  the  industry’s  potential  | 
profits  in  the  island.  I 

It  was  suggested  that  export  taxes,  hardly  used  in  the  West  Indies,  might  I 
help  meet  the  present  urgent  need  for  revenue  and  would  not  stifle  develop-  | 
ment  in  the  export  industries  provided  the  tax  rates  were  low.  Such  taxes  | 
might  also  encourage  industries  to  increase  the  proportion  of  their  processes 
carried  on  within  the  country  —  for  example,  in  bauxite.  In  the  special  case 
of  sugar  it  could  even  be  argued  that  such  a  tax  would  be  incorporated  in 
the  costs  on  which  the  negotiated  price  was  based  and  so  would  be  passed 
on  entirely  to  the  British  consumer. 

Balance  of  Payments  I 

It  was  agreed  that  since  the  West  Indies  formed  a  distinct  economy  with  [ 
its  own  structure  and  taxation  system,  their  membership  of  the  sterling  area  | 
did  not  exempt  them  from  balance  of  payments  problems.  Mr.  Krishnaswamy  j 
spoke  of  the  problems  which  had  arisen  from  India's  development  programme.  [ 

Mr.  Krishnaswamy:  “I  wish  to  talk  about  what  has  generally  been  called  r 
a  bold  plan,  i.e.  the  Indian  programme. 

“1  should  like  to  start  with  the  distinction  made  earlier  as  to  whether  a 
plan  is  a  bold  one  or  not.  Is  a  development  programme  a  bold  one  by  the 
very  fact  of  its  magnitude,  or  is  a  plan  considered  bold  when  you  are  think¬ 
ing  of  the  measures  necessary  to  implement  this  plan?  In  the  case  of  the 
Indian  programme,  if  you  look  at  the  magnitude  of  investment  in  relation  to 
tlie  needs  or  the  effects  likely  to  be  produced  on,  say,  the  problem  of  unem¬ 
ployment,  the  plan  does  not  seem  too  ambitious.  But  if  you  consider  what 
must  be  done  in  order  to  achieve  even  those  ends,  it  might  well  be  said  that 
the  means  involve  a  great  deal  of  boldness  of  conception. 
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“The  bulk  of  the  programme  is  a  public  sector  programme  involving  about 
$48  billion  development  expenditure.  It  is  expected  that  there  will  be  private 
investment  expenditiure  of  about  $24  billion. 

“In  the  course  of  implementing  the  programme  the  government  has  realized 
that  the  measures  originally  envisaged  are  not  adequate  to  achieve  the  tar¬ 
gets.  It  has  had  to  resort  to  a  bigger  deficit  financing  programme,  and  to 
reliance  on  a  larger  amount  of  assistance  from  abroad. 

“The  government’s  take  of  the  national  product  in  the  shape  of  taxes  and 
other  receipts  in  India  is  about  8  per  cent,  which  is  low  in  comparison  with 
other  countries.  It  is  estimated  that  this  will  have  to  be  increased  from  10  per 
cent  to  20  per  cent.  Even  so,  it  is  necessary  for  the  government  to  indulge 
in  deficit  financing  of  about  $5  billion  over  the  5-year  plan.  On  the  foreign 
exchange  side  the  effect  of  carrying  this  out  is  estimated  at  about  $11  billion. 
Of  this,  $3  billion  may  be  obtained  by  drawing  on  reserves  and  promised 
foreign  aid.  This  leaves  $8  billion  deficit  on  balance  of  payments.  Obviously, 
carrying  out  the  programme  will  mean  taking  measures  to  meet  the  balance 
of  payments  problem.  It  will  mean  drawing  on  reserves  and  because  of  deficit 
financing  will  mean  a  rise  in  domestic  prices;  it  might  also  affect  the  rate  of 
exports  from  India. 

“Sir  Donald  drew  attention  to  divergent  opinions  as  to  whether  this  balance 
of  payments  deficit  may  be  a  short  term  problem  or  whether  in  implementing 
the  programme  a  chronic  balance  of  payments  problem  woiJd  be  incurred. 

“One  or  two  points  made  by  Sir  Donald  may  be  compared  with  actual 
problems  arising  from  the  programme  for  India.  Sir  Donald  mentioned  two 
factors  which  might  help  to  improve  the  balance  of  payments  situation: 

(1)  additional  investment  designed  to  save  foreign  exchange 

(2)  the  possibility  of  rapidly  increasing  productivity. 

Much  of  the  foreign  exchange  in  India  has  been  used  developing  industries; 
we  have  tended  to  save  on  the  import  side  rather  than  expand  a  great  deal 
on  the  export  side,  i.e.  we  have  concentrated  on  trying  to  develop  industries 
which  will  help  us  to  meet  some  of  the  objectives  of  the  plan.  On  the  export 
side  the  position  has  been  somewhat  disadvantageous  because  of  extreme 
concentration  on  a  few  commodities  for  earning  abroad.  It  is  essential  for 
India  to  diversify  her  exports  and  in  order  to  do  this  we  will  have  to  develop 
certain  lines  which  will  put  us  in  the  category  of  exporters  of  manufactures 
rather  than  of  primary  products.  It  is  possible  that  some  of  the  industries 
developed  with  a  view  to  saving  on  imports  might  eventually  help  us  to 
diversify  our  exports  and  help  us  to  meet,  in  part,  the  foreign  exchange 
problem. 

“Then  there  is  the  question  of  productivity.  The  trend  in  domestic  prices 
largely  follows  the  relative  supply  position  of  goods.  It  is  the  food  prices 
which  contribute  to  a  rise  in  prices  and  to  offset  this  a  programme  which  will 
help  to  raise  productivity  in  agriculture  has  been  under  discussion.  It  has 
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been  estimated  that  an  increase  of  5  per  cent  in  the  food  supply  should  be 
sufficient  to  take  care  of  extra  demand  and  help  prevent  a  rise  in  the  price 
level.  There  is  some  possibility  of  an  increase  in  productivity  in  the  agrical- 
tural  sector  and  it  is  likely  that  the  pattern  of  investment  undertaken  in  the 
first  five  year  plan  will  lead  to  a  later  increase  in  productivity  in  other  fields, 
and  improve  India’s  competitive  position  in  the  international  markets. 

‘T'he  foreign  exchange  problem  in  India  has  been  underestimated;  the 
Flan  may  eventually  result  in  a  saving  of  foreign  exchange  but  there  is  the 
immediate  short-term  balance  of  payments  difficulty  to  be  faced”. 

It  was  suggested  by  other  speakers  that  so  far  as  the  problem  arose  from 
the  increased  importation  of  capital  goods,  it  could  be  relieved  by  a  govern¬ 
ment  policy  of  substituting  local  goods  for  imported,  and  especially  labour 
for  imported  capital  —  e.g.  in  road  construction.  But  often  the  funds  even 
for  labour-intensive  projects  must  be  raised  overseas  and  this  posed  its  own 
problems. 

A  direct  means  of  influencing  die  balance  of  payments  was  available  in 
import  controls.  Such  controls  already  operated  in  Jamaica,  partly  in  con¬ 
formity  with  general  sterling  area  restrictions  on  dollar  imports  (which  could, 
however,  be  modified  in  details  to  suit  local  conditions),  partly  to  protect 
certain  local  industries. 

A  system  of  import  controls  tended  to  develop  in  undesirable  ways.  Under 
it  exchange  difficulties  might  be  used  as  a  pretext  for  affording  excessive  pro¬ 
tection  to  local  industries;  and  if  control  was  used  to  meet  a  chronic  balance 
of  payments  problem  (rather  than,  say,  resorting  to  devaluation)  it  might  pro¬ 
duce  an  artificial  exchange  rate  and  a  distorted  economic  structure. 

There  were,  however,  certain  cases  where  import  control  was  clearly  a  rea¬ 
sonable  course  —  as  a  temporary  measure  while  trade  responds  to  a  devalua¬ 
tion,  or  to  tide  over  a  temporary  price  fall  in  a  main  export  crop. 

Dr.  Singer  reminded  the  conference  that  in  any  case  the  community  im¬ 
posing  controls  must  take  into  account  the  effects  of  its  measures  on  other 
economies  and  the  reactions  of  other  governments. 

Reserves 

Mr.  Richardson  put  forward  the  principle  that  governments  in  the  situation 
of  the  present  Jamaican  government  should  concentrate  on  creating  flexible 
and  “uncommitted”  resomrces,  of  which  exchange  reserves  were  a  special 
case.  He  also  mentioned  the  conflict  between  the  need  to  divert  such  funds 
as  currency  reserves  into  local  investment  (usually  on  a  long  term  basis)  and 
the  need  to  hold  reserves  in  liquid  form. 

It  was  agreed  that  the  balance  between  local  and  foreign  holdings  and  be¬ 
tween  short  and  long  term  investments,  must  be  governed  by  an  assessment 
of  the  local  situation  which  took  into  account  various  possible  kinds  of  calls 
for  reserves  —  to  redeem  ciirrency,  to  keep  up  output  and  employment  imder 
a  strain  on  the  balance  of  payments,  and  so  on.  Tlie  timing  of  the  use  of  re- 
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serves  would  also  be  influenced  by  the  current  and  expected  price  of  securi¬ 
ties. 

Return  on  Capital 

Evidence  was  cited  that  the  rate  of  return  on  capital  in  industries  like 
petroleum  and  bauxite  was  lower  in  underdeveloped  territories  than  in  the 
United  States,  and  that  if  this  generalization  applied  to  the  West  Indies  it 
would  explain  the  difficulty  in  attracting  capitcd. 

Some  members  felt  that  rates  of  return  of  the  order  of  25  or  50  per  cent 
could  be  expected  only  in  Trinidad.  Mr.  Brown  cited  figures  which  showed 
that  for  recent  years  the  ratio  between  the  increment  of  gross  investment 
(which  in  this  case  was  not  very  different  from  net  investment)  and  the  in¬ 
crease  in  the  national  income  was  for  Jamaica  about  4:1.  He  pointed  out 
that  although  the  considerable  investments  of  the  bauxite  and  hotel  indus¬ 
tries  went  to  increase  productivity  in  these  industries,  only  about  a  third  of 
these  investments  were  paid  out  as  Jamaican  incomes,  the  rest  being  pur¬ 
chases  and  payments  abroad.  Hence  the  overall  figures  should  not  differ  too 
much  from  the  rate  of  return  in  particular  industries. 

West  Indian  Currency  and  Banking 

The  attention  of  the  conference  was  drawn  to  the  effect  of  the  local  cur¬ 
rency  and  ba>4cing  system  on  the  power  of  the  West  Indian  governments  to 
pursue  development  programmes.  So  long  as  the  currency  regulations  re¬ 
quired  that  lo^  currency  be  backed  in  full  with  sterling  securities  and  so 
long  as  the  local  banks  operated  as  branches  of  overseas  concerns,  changes  in 
the  colonies’  overseas  trade  could  not  lead  to  an  actual  deficit  in  the  balance 
of  payments:  but  this  advantage  was  paid  for  in  a  limitation  of  the  local  gov¬ 
ernments’  freedom  of  action  in  financial  matters. 

As  a  case  in  point,  a  setback  to  Jamaican  exports  might  produce  deflation 
here  while  the  U.K.  was  undergoing  inflation  and  attempting  to  coimteract 
it  by  raising  interest  rates.  The  interest  rate  in  Jamaica  would  then  rise, 
though  local  conditions  would  rather  call  for  a  fall  in  the  rate.  The  question 
was  asked  whether  West  Indian  governments  could  in  such  circumstances 
keep  up  the  level  of  activity.  It  was  suggested  that  here  again  the  maintenance 
of  liquid  reserves  would  allow  the  local  governments  to  keep  up  the  supply 
of  funds  so  long  as  the  reserves  lasted,  though  the  high  interest  rates  would 
still  have  a  depressing  effect  on  local  trade. 

The  amount  of  local  assets  held  by  West  Indian  banks  bore  no  clear  relation 
to  deposits,  and  k  was  the  practice  to  hold  large  sums  as  balances  with  over¬ 
seas  banks.  If  West  Indian  governments  were  pressed  for  cash,  it  would  be 
an  advantage  to  be  able  to  use  a  proportion  of  these  nugrating  balances.  But 
the  governments  themselves  had  tended  to  invest  heavily  in  long-term  foreign 
securities.  In  Puerto  Rico,  too,  the  government  held  a  sum  in  U.S.  securities 
equal  to  its  expenditure  on  capital  formation  for  ten  years,  and  much  in  ex¬ 
cess  of  its  ne^. 
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It  was  also  suggested  that  the  banks  failed  to  play  their  part  in  develop¬ 
ment  because  of  conservatism  in  making  loans  for  working  capital  even  to 
concerns  which  had  received  long-term  capital  from  government.  But  it  was 
pointed  out  that  banks  should  not  be  expected  to  be  risk-takers.  On  the  other 
hand,  in  Puerto  Rico  competition  from  a  local  bank  had  apparently  pushed 
the  old-established  branches  of  U.S.  banks  into  adapting  to  local  conations. 
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Topic  4:  Economic  Development  and  the  Private 

Sector 

ECONOMIC  DEVELOPMENT  AND  THE  PRIVATE  SECTOR 

Bt 

Arthur  Brown 

Mr.  Chairman,  I  would  like  to  say  that  I  am  speaking  with  a  certain  de¬ 
gree  of  trepidation  and  fear  seeing  that  I  am  following  such  distinguished 
speakers  as  introduced  the  previous  papers,  and  I  imagine  that  one  could  use 
the  usual  dodge  which  colonial  students  use  in  British  universities  and  oflFer 
to  write  essay  subjects  on  their  own  countries  which  their  professors  know 
nothing  about.  I  believe  that  students  of  anthropology  have  done  very  well 
in  this  field  ....  especially  when  they  write  about  the  marriage  customs  ol 
their  people. 

The  subject  I  am  to  introduce  deals  with  economic  development  and  the 
private  sector.  £  begin  first  by  asking  what  is  the  significance  of  the  private 
sector  in  the  typical  underdeveloped  territory  that  we  have  in  the  West  Indies. 
I  think  that  the  first  point  to  make  is  that  the  private  sector  in  these  areas  is 
relatively  large  and  the  government  sector  relatively  small.  On  looking  at  the 
figures  we  find  that  the  proportion  of  the  national  income  taken  in  taxation 
was  approximately  12  to  14  per  cent  in  Jamaica  in  1954.  We  have  since 
stepped  that  up  to  about  ISH  per  cent  and  by  1960  we  hope  that  the  share  of 
the  national  income  going  to  the  government  will  be  about  20  per  cent.  Now 
that  big  jump  from  15J»  to  20  per  cent  which  almost  gives  us  Professor  Lewis’ 
extra  5  per  cent  in  a  very  short  period,  is  due  largely  to  the  great  accretions 
in  revenue  which  we  hope  to  get  from  the  bauxite  industry.  We  hope  to  re¬ 
ceive  from  this  industry  approximately  £300,000  in  the  current  financial  year 
increasing  this  to  about  £7  million  in  the  year  1960  and  we  can  very  well 
see  that  provided  these  expectations  are  realized  we  will  take  about  20  per 
cent  of  the  national  income  in  taxation  without  increasing  taxation  rates 
(those  figures  I  gave  you  assume  that  there  are  no  increases  in  the  rates  of 
taxation).  But  even  this  test  of  the  share  of  the  national  income  going  to  the 
government  does  not  display  to  the  full  extent  the  inferior  role  of  government 
in  these  areas. 

As  has  been  brought  out  in  the  discussion  previously,  the  Jamaica  govern¬ 
ment  has  none  of  the  monetary  or  banking  controls  which  are  possessed  by 
the  governments  of  independent  countries.  They  can  do  very  little  about 
j  credit  policy  and  really  the  only  field  that  is  left  to  them  is  the  field  of 
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taxation.  In  other  words,  the  governments  in  this  area  can  exercise  great 
negative  powers.  They  can  tell  companies  what  not  to  do,  but  unlike  the  boy 
leading  the  proverbial  horse  they  are  not  even  able  to  take  the  horse  to  the 
water  in  many  cases,  much  less  induce  him  to  drink.  Now,  in  the  light  of 
this  background  how  practical  is  it  to  speak  about  planning  for  the  private 
sector?  Many  people  who  read  about  government  plans  drawn  up  in  other 
territories  criticize  very  severely  the  omission  of  any  concrete  plan  for  devel¬ 
opment  in  the  private  sector,  and  I  want  to  suggest  that  in  the  circumstances 
I  have  mentioned  it  is  almost  an  impossible  task  for  these  governments  to 
plan  for  the  private  sector.  Government  can  do  a  lot  by  subsidies,  by  incen¬ 
tive  legislation,  by  industrial  development  corporations,  and  by  making  basic 
facilities  available.  But  it  is  very  difficult  to  put  down  in  a  plan  that  cement 
production  should  be  x  thousand  tons  by  1960  or  that  the  output  of  canned 
grapefruit  juice  should  be  so  many  diousand  tons  by  1961  and  so  on.  The 
burden  of  my  contention  is  that  the  government  in  these  cases  has  really  to 
play  the  role  of  filling  the  gaps  which  it  anticipates  that  private  enterprise 
will  leave.  I  will  elaborate  on  this.  I  think  first  of  all,  I  should  just  remind 
you  that  I  am  accepting  the  assumptions  that  I  mentioned  earlier,  and  that 
we  are  dealing  with  largely  private  enterprise  economies,  that  is  economies 
in  which  the  governments  —  for  good  or  ill  —  have  taken  the  decision  that 
in  the  industrial  and  agricultural  sectors  the  majority  of  development  is  to  be 
entrusted  to  private  enterprise.  Many  countries  have  adopted  the  method  of 
setting  targets  for  private  enterprise;  they  set  this  target  for  the  steel  industry, 
and  that  target  for  the  textile  industry.  The  ministers  go  around  and  make 
speeches  and  exhort  the  people  in  these  particular  industries  to  produce  the 
required  quantities.  Naturally,  that  is  very  valuable  and  very  important  and 
it  is  a  method  that  can  be  used  especially  where  the  government  owns  a  con¬ 
siderable  section  of  the  basic  industries  and  can  therefore  exert  a  very  great 
deal  of  influence  on  the  economy.  But  in  these  countries  not  even  Aese 
fundamental  basic  industries  are  owned  by  the  government.  For  example,  in 
Jamaica,  power,  telephone,  and  public  transport  are  in  private  hands,  and 
we  have  no  basic  industries  like  steel  and  chemicals.  Apart  from  railways, 
which  many  of  the  govenunents  control  in  this  area,  but  which  turn  out  to 

be  quite  a  serious  drain  on  their  own  finances,  there  is  very  little  owned  by 

the  governments  in  these  important  fields.  My  idea  of  the  role  of  the  govern¬ 
ment  in  the  private  sector,  remembering  that  I  have  given  you  the  particular 
context  in  which  this  is  to  be  considered,  is  that  the  government  should  first 
of  all  try  to  set  some  sights  as  to  the  direction  in  which  it  thinks  the  economy 

should  move  -  the  direction  in  which  development  should  take  place.  That 

is,  it  ought  to  feel  that  we  should  develop  our  textile  industry,  that  agricul¬ 
tural  production  in  citrus  and  banana  and  canes,  and  so  on,  should  be  in¬ 
creased  so  many  tons  per  annum,  and  so  many  acres  should  be  used  up  in 
pastures;  that  we  should  try  to  develop  light  industries;  in  other  words,  the 
government  should  aim  to  have  a  sketch  plan  of  development  for  the  whole 
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economy  covering  a  certain  number  of  years.  Then  having  done  that  we 
should  try  to  find  out  what  private  enterprise  intends  to  do.  Now,  this  latter 
task  is  not  as  easy  a  problem  as  it  seems,  and  in  fact  in  Jamaica  we  made  a 
rudimentary  attempt  to  find  out  what  private  enterprise  planned  to  do  by 
means  of  a  private  capital  investment  survey.  We  felt  that  if  we  could  get  in¬ 
formation  from  the  one  hundred  largest  companies  in  the  island  we  would  at 
least  get  some  indication  of  the  trend  which  investment  would  take  over  the 
next  three  years.  We  accordingly  sent  out  our  one  hundred  questioimaires 
but  only  fifty  firms  replied.  Now  Aat  soimds  like  a  very  discouraging  start,  but 
it  could  be  that  companies  in  Jamaica  have  not  yet  adjusted  themselves  to 
answering  the  large  numbers  of  questionnaires  which  they  are  accustomed 
to  in  the  United  States  and  the  United  Kingdom  where,  I  believe,  many  large 
companies  maintain  statistical  departments  to  deal  with  nothing  else  but  this 
mass  of  government  questionnaires  that  comes  to  them  from  various  govern¬ 
ment  departments.  We  discovered  from  the  answers  what  we  had  anticipated; 
viz.,  that  apart  from  the  public  utility  companies  and  the  mining  companies, 
very  few  companies  had  any  idea  of  what  they  planned  to  do  beyond  one 
year's  time.  In  other  words,  other  than  public  utility  companies  and  the 
mining  companies  very  few  were  prepared  to  say  that  in  1959  they  expected 
to  spend  so  much,  and  the  majority  of  the  questionnaires  stopped  at  the  next 
succeeding  yea-  ',  and  even  with  the  mining  companies  one  of  the  managers 
of  a  large  mining  company  told  me,  “We  are  sending  you  this  information 
but  bear  in  mind  that  our  head  office  changes  its  plans  monthly”.  You  might 
ask  then  whether  there  is  any  point  in  getting  some  information  of  this  type? 
I  believe  that  so  far  as  public  utility  information  is  concerned  it  is  very  vital, 
and  so  far  as  mining  information  is  concerned  it  is  also  very  vital.  The  in¬ 
formation  given  for  one  year  is  a  very  useful  indication  of  how  the  companies 
are  thinking  and  in  many  cases  we  got  comments  as  to  the  views  that  they 

had  regarding  the  future  and  the  role  that  they  thought  they  should  play. 

Well  I  think  that  having,  as  I  said  first  of  all,  set  our  sights  in  some  general 
terms  as  to  the  direction  in  which  we  think  the  economy  should  move  and 
having  got  this  private  enterprise  forecast  of  what  they  plan  to  do  from  then 
on,  two  jobs,  I  think,  have  to  be  done.  We  first  of  all  should  try  to  get  the 

private  enterprise  sector  to  adjust  their  plans  and  programmes  to  fit  in  with 

our  own  ideas  of  the  direction  in  which  the  economy  should  take,  and  I  will 
explain  later  on  how  I  think  we  can  try  to  influence  it,  and  where  we  think 
there  are  important  gaps  that  have  to  be  filled,  the  government  should  make 
up  its  mind  to  fill  them  and  round  out  the  programme.  Now  the  government 

has  a  very  important  role  to  play  in  the  rounding  out  of  this  programme;  how¬ 

ever,  you  should  not  get  the  impression  from  this  that  the  government  will 

merely  be  following  private  enterprise  or  that  it  must  be  the  junior  partner. 
I  think  the  correct  view  is  that  we  are  trying  to  get  private  enterprise  or  the 
private  sector  to  fit  into  a  programme  which  the  government  itself  has  drafted 
and  we  must  use  various  indirect  influences  to  do  this. 
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The  first  role  of  the  government  is  to  do  some  basic  work  which  govern¬ 
ment  in  any  case  has  to  do,  and  that  kind  of  programme  I  think  we  have  dis¬ 
cussed  very  exhaustively  in  previous  papers.  Government  has  a  major  part  to 
play  in  such  matters  as  training  extension  workers,  irrigation  and  soil  conser¬ 
vation,  crop  bonuses,  guaranteed  prices  and  the  entire  apparatus  that  govern¬ 
ments  have  developed  in  this  field  to  influence  to  a  marked  degree  not  only 
the  amount  of  production  but  the  manner  in  which  the  money  is  used.  There 
are  fields  in  which  this  basic  work  can  have  significant  influences,  develop¬ 
ment  of  roads  and  other  methods  of  communication,  the  development  of 
power  resources,  development  of  water  supplies,  draining  of  swamps  and  so 
on  can  in  a  real  sense  be  used  as  a  means  of  attracting  private  capital  for 
further  developments.  I  think  immediately  that  one  important  sector  that  the 
government  of  Jamaica  can  try  to  influence  is  the  tourist  industry.  This  in¬ 
dustry  in  Jamaica  has  been  built  up  from  the  beginning  as  a  luxury  trade. 
That  is,  hotels  charge  high  rates  and  cater  to  the  cream  of  the  American 
tourist  traffic.  Many  people  feel  that  there  is  a  limit  to  this  sort  of  develop¬ 
ment  and  that  the  basis  of  the  tourist  industry  should  be  broadened. 

As  one  looks  around  Jamaica  one  finds  that  there  are  beaches  still  left  to 
be  developed,  but  in  their  natural  state  very  few  investors  would  be  willing 
to  take  a  chance  and  develop  them.  If  the  government  decides  to  undertake 
the  large  capital  expenditure  which  will  be  necessary  to  develop  these  beaches 

and  to  lay  them  out  on  a  planned  basis,  it  is  possible  to  introduce  a  new 
development  in  the  Jamaica  tourist  industry,  namely,  resort  development  in 

which  you  have  hotels  with  varying  rates  in  the  same  area  instead  of  one 
hotel  dominating  the  area.  If  the  government  wants  to  have  this  sort  of 
development,  talking  about  and  preaching  about  would  not  accomplish  it, 
and  the  way  in  which  they  could  do  it  is  that  which  I  have  outlined.  Having 
put  in  the  basic  improvements,  the  government  can  interest  private  capital 
in  carrying  forward  this  development  that  was  started.  It  can  in  this  way  have 
an  important  effect  on  the  character  of  the  development  that  is  to  take  place. 
Similarly  if  the  government  feels  that  a  particular  area  should  be  opened 
up  for,  say,  housing  development  or  agricultural  development,  the  building 
of  roads  into  the  area  as  a  deliberate  policy  would  be  a  means  of  opening  it 
up.  The  chances  are  that  those  people  who  have  the  capital  to  develop  the 
area,  would  not  have  the  capital  to  put  in  the  roads  and  water  supplies  which 
are  necessary. 

Apart  from  this  provision  of  basic  capital  the  government  can  influence 
the  private  sector  of  the  economy  by  the  legal  and  institutional  framework 
which  is  established.  The  British  West  Indian  colonies  have  followed  the  Bri¬ 
tish  tradition  and  in  their  Companies  Law,  Bill  of  Exchange  Law,  Factories 
Law,  law  of  contracts,  they  follow  more  or  less  British  patterns,  and  I  think 
that  this  has  a  very  important  effect  on  the  psychology  of  the  businessman 
who  is  accustomed  to  this  tradition..  The  sanctity  of  property  is  recognized. 
However,  in  these  areas  there  is  one  serious  drawback.  Whilst  in  the  first 
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flush  of  enthusiasm  the  British  Companies  Law,  bankruptcy  laws,  Bill  of  Ex¬ 
change  Law,  and  contract  laws  were  copied,  we  find  that  60  or  70  years  after 
we  are  still  using  very  largely  these  same  laws  which  were  foimd  useful  in 
England  in  the  1870’s  but  which  have  all  been  greatly  modified  and  improved 
since  then.  We  however  still  use  the  nineteenth  century  version.  Now  there 
are  two  views  on  this  matter.  One  of  our  most  prominent  corporation  lawyers 
has  said  that  to  have  our  Company  Law  in  this  ancient  version  is  one  of  the 
best  bits  of  incentive  legislation  that  we  have,  for  the  reason  that  the  modem 
Companies  Law  placed  companies  under  very  strict  control  in  England  and 
the  United  States  but  here  they  could  do  pretty  much  what  they  wanted! 
As  far  as  overseas  companies  are  concerned  that  is  all  very  well,  but  so  far 
as  development  of  local  companies  is  concerned  and  the  confidence  of  local 
investors  of  capital  in  local  companies,  I  doubt  if  a  lax  Companies  Law  would 
contribute  towards  development  of  the  company  structure.  This  everyone 
agrees  is  necessary  for  internal  development  for  it  is  well  established  that 
the  company  form  of  organization  provides  the  bulk  of  savings  in  present 
day  society. 

In  this  same  vein  we  find  that  the  Jamaica  Income  Tax  Law  has  followed 
I  the  English  Income  Tax  Law  in  one  point  which  I  think  acts  contrary  to  the 
t  desire  to  have  companies  incorporated.  This  is  the  provision  relating  to 

I  “director  controlled”  companies  imder  which  the  Commissioner  of  Income 
Tax  can  direct  a  constructive  declaration  of  dividends  in  cases  where  profits 

have  been  retained  in  the  business  and  assess  the  shareholders  for  surtax. 
In  such  a  case  the  attempt  to  counter  an  apparent  evasion  of  tax  runs  counter 
to  the  first  objective  of  encouraging  corporate  savings. 

In  Jamaica  the  average  rate  of  incorporation  of  companies  in  1929  was 
25  per  annum.  This  has  since  gone  up  to  100  per  annum.  That  is,  there  are 
about  130  new  companies  being  formed  and  about  30  being  liquidated. 

To  look  at  the  private  sector  again:  at  one  time  the  general  pattern  in  these 
areas  was  that  large  foreign  firms  owned  plantations  and  the  import  and  ex¬ 
port  businesses  at  the  one  end,  at  the  other  end  there  was  a  mass  of  small 
businesses  run  by  local  families.  Over  time,  in  many  of  these  firms  which 
j  were  started  by  foreign  people,  the  partners  became  resident  in  Jamaica  and 
I  for  practical  purposes  could  be  regarded  as  Jamaicans  in  the  sense  that  they 
I  have  been  here  for  a  generation  or  more.  But  the  difficulty  with  this  type  of 
business  arrangement  was  tiiat  it  offered  very  small  opportunity  for  people 
outside  the  family  structure  to  get  in  to  learn  the  business  or  to  contribute 
new  ideas.  Even  when  it  was  clear  in  many  cases  that  the  business  started 
by  progressive  fathers  and  grandfathers  was  being  ruined  by  the  incom¬ 
petence  of  the  second  or  third  generation,  the  business  remained  an  exclusive 
family  affair.  However  there  are  very  definite  signs  that  the  class  of  profes¬ 
sional  managers  from  what  one  might  call  the  ordinary  Jamaican  middle 
class  is  being  developed  and  absorbed  into  some  of  these  family  companies 
which  find  it  impossible  to  carry  on  either  for  the  reasons  I  have  mentioned 
or  because  they  have  expanded  beyond  the  limits  of  the  family. 
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Many  people  who  have  looked  at  the  development  of  business  in  these 
undeveloped  territories  have  remarked  on  this  absence  of  managerial  abUity 
as  one  of  its  more  serious  problems,  and  unfortunately  while  a  certain  amount 
of  formal  training  is  available,  this  cannot  replace  the  training  offered  when  a 
competent  person  can  move  up  to  assistant  manager  and  manager,  gaining 
the  experience  which  is  necessary  in  the  actual  running  of  the  business.  Now 
apart  from  the  managerial  side  there  has  been  the  criticism  that  people  in 
these  areas  are  reluctant  to  take  up  any  sort  of  risk  which  would  be  taken 
on  by  the  normal  businessman  in  ^e  United  Kingdom  or  the  United  States. 
It  is  said  that  the  people  who  possess  money  for  investment  are  satisfied  with 
long  investments  giving  fixed  yields  with  complete  security.  They  are  satis¬ 
fied  with  debenture  investment  but  they  would  never  take  out  equity  stock 
and  to  that  extent  the  development  of  industry  will  either  have  to  be  done 
by  importing  not  only  overseas  capital  but  overseas  risk  takers.  In  this  case 
the  role  of  the  government  should  be  to  flood  this  fixed  industry  market  with 
money.  In  other  words,  since  the  bulk  of  these  funds  is  going  into  house 
mortgages  the  government  ought  to  play  a  more  important  role  in  housing; 
by  providing  government  housing  you  cut  down  the  amount  of  mortgage  in¬ 
vestment  available  to  these  people  and  they  are  forced  to  turn  to  some  other 
investment.  There  is  also  of  course  the  tax  structure  to  be  looked  into.  An 
important  suggestion  which  a  previous  Chairman  of  the  Industrial  Develop¬ 
ment  Corporation  made,  but  which  he  has  never  been  able  to  get  the  gov¬ 
ernment  to  accept,  was  that  people  who  put  their  money  in  equities  should 
be  exempt  from  surtax  on  the  dividends  they  receive  from  their  shares.  It 
has  also  been  suggested  that  some  form  of  earned  income  rehef  be  instituted 
with  the  variation  that  earned  income  be  interpreted  to  include  dividends. 
This  is  of  course  completely  contrary  to  the  United  Kingdom  tax  policy  where 
earned  income  relief  is  not  given  on  investment  incomes.  However  we  ought 
to  judge  the  merits  of  the  proposals  by  assessing  the  gains  that  possibly  could 
be  got  from  increasing  investment  and  set  these  off  against  the  fiscal  loss 
which  is  likely  to  arise  from  the  non-collection  of  surtax.  Another  matter  is 
the  smallness  of  the  units  that  operate  in  the  private  sector.  In  the  distribu¬ 
tion  and  services  sector  there  are  15,000  units  in  this  small  island,  employing 
44,000  regular  workers  of  whom  24,000  are  working  owners  or  members  of 
the  family.  In  the  industrial  sector  the  picture  is  a  little  better  and  there  are 
5,500  units  employing  25,000  regular  workers  and  of  these  one  quarter,  6,000, 
are  working  owners  or  members  of  the  families  of  the  owners. 

I  do  not  think  any  one  would  be  surprised  at  these  numbers  if  one  rides 
around  Jamaica  and  sees  the  vast  munber  of  little  shops  from  which  business 
is  done.  This  proliferation  of  business  among  very  small  units  has  important 
effects  from  the  point  of  view  of  development  of  the  private  sector.  First  of 
all  it  presents  a  difBculty  to  statistical  analysis.  It  is  virtually  impossible  to 
get  information  about  plans,  for  example,  from  such  a  widespread  collection 
of  units.  They  present  a  very  difficult  problem  to  the  taxing  authorities.  The 
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majority  of  these  people  keep  no  books,  their  business  is  largely  on  a  cash 
sale  basis,  they  live  out  of  the  cash  till,  and  it  is  impossible  to  say  what  in¬ 
comes  they  are  making.  Further,  with  this  large  number  of  small  businesses 
the  amount  of  savings  is  very  small,  their  horizons  are  very  limited  and  they 
merely  see  themselves  as  getting  an  income  from  which  they  can  live  from 
this  business.  There  have  been  some  notable  exceptions  in  the  distribution 
sector.  There  have  been  one  or  two  families  who  have  made  very  large  pro¬ 
fits  in  the  distribution  sector  and  these  profits  have  been  invested  in  busi¬ 
nesses  outside  the  sector,  —  in  manufacture,  in  hotels,  in  housing  develop¬ 
ment  and  so  on.  In  the  industrial  sector  the  figure  of  5,500  businesses  is  very 
deceiving  because  it  consists  of  about  100  large  industrial  leaders,  and  the 
rest  which  are  bakeries,  or  very  small  units  doing  a  bit  of  shoemaking,  and 
the  various  other  small  things  which  are  done  in  an  island  like  this.  Here 
again  we  have  the  same  problem  that  the  majority  of  businesses  really  have 
no  hope  of  ever  developing  into  efficient  enterprises  taking  on  new  operations 
and  going  into  new  areas  of  development. 

In  the  consideration  again  of  what  the  government  can  do  to  assist  the 
private  sector  or  rather  to  influence  the  private  sector  in  adjusting  to  the 
plans  which  I  mentioned  earlier,  there  are  institutions  that  one  should  con¬ 
sider  —  institutions  like  banking  and  insurance  which  play  a  very  important 
part  in  the  provision  of  financial  services  for  the  private  sector.  Now  tradi¬ 
tionally  the  banks  in  these  areas  came  into  existence  to  finance  the  import 
and  export  trade.  But  in  addition  to  that  the  banks  developed  a  close  relation¬ 
ship  with  another  important  industry,  namely,  the  sugar  industry,  and  the 
British  bank  which  came  to  Jamaica  came  here  largely  for  that  reason.  The 
sugar  industry  lends  itself  very  well  to  financing  by  banks  in  the  sense  that 
it  is  a  one-year  crop,  the  cultivation  and  harvesting  expenses  are  very  large 
and  the  banks  lend  the  short-term  money  which  is  necessary  to  provide  for 
cultivation  and  harvesting  expenses  and  get  back  their  money  when  the  har¬ 
vest  comes  in.  I  think  outside  of  the  field  of  sugar  though  there  are  very 
few  other  crops  that  one  would  find  to  have  had  any  assistance  from  the 
banks. 

The  banking  system  in  the  area  would  also  not  provide  any  assistance  to 
the  sort  of  business  that  I  mentioned  earlier,  especially  small  businesses 
which,  even  if  the  banks  were  prepared  to  have  a  different  credit  policy, 
would  not  be  regarded  as  credit  worthy  by  the  banks,  and  this  is  yet  another 
re^on  why  this  proliferation  of  small  businesses  would  find  it  impossible  to 
develop  and  have  difficulty  in  getting  capital.  The  government  recently 
recognized  this  very  important  gap,  and  while  it  has  set  up  the  Industrial 
Development  Corporation  to  take  care  of  what  one  would  regard  as  the  larger 
imits  of  private  industry,  another  institution  known  as  the  Small  Business 
Loans  Corporation  making  maximum  loans  of  £500  to  each  applicant  was 
set  up  to  take  care -of  the  sort  of  business  that  would  have  no  assistance 
from  the  bank. 
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We  come  to  this  vexed  question  of  incentive  legislation.  Yet  another  role 
played  by  the  government  in  influencing  the  private  enterprise  is  in  this  field 
and  I  think  that  it  would  be  best  if  I  merely  listed  the  legislation  that  Jamaica  \ 
has  passed  without  going  into  too  much  argument  for  and  against,  because  1 
think  these  arguments  have  been  rehashed  ad  nauseam.  The  main  considera¬ 
tions  which  have  influenced  the  government’s  incentives  programme  have 
been  based  on  the  fact  that  first  of  all  they  think  the  incentive  programmes 
can  help  in  attracting  capital  —  not  just  foreign  capital,  but  also  local  capital; 
secondly  they  feel  that  the  incentives  programme  should  be  design^  to  q 
attract  the  type  of  industry  which  is  highly  labour-intensive  and  thirdly,  the  t 
incentives  programme  should  be  so  designed  as  to  encourage  people  to  retain 
the  maximum  amount  of  profits  in  the  island.  The  main  industrial  incentive 
legislation  up  to  1955  was  the  Pioneer  Industry  legislation  which  was  largely 
legislation  allowing  companies  to  write  off  their  capital  in  five  or  eight  years  i 

against  their  profits.  That  had  very  serious  disadvantages,  the  most  important  | 

of  which  was  the  fact  that  it  encouraged  largely  capital-intensive  industry. 
What  is  even  more  important  is  that  it  placed  the  emphasis  on  the  pioneers, 
that  is,  the  emphasis  was  on  new,  novel  businesses  coming  into  the  area  and 
no  attention  was  paid  to  what  was  possibly  just  as  important,  the  expansion 
of  existing  businesses. 

Now  with  three  points  in  mind  the  Industrial  Incentives  Law  was  passed, 
and  this  law  allows  the  option  of  two  sorts  of  relief:  A  company  can  get  a 
7  year  tax  holiday,  and  during  the  7  year  period  a  national  depreciation  is 
counted  up  against  the  company,  or  the  company  can  get  a  4  year  tax  holiday 
in  which  depreciation  is  postponed  followed  by  exemption  from  tax  of  two- 
thirds  of  the  profits  in  the  5th  year  and  one-third  of  the  profits  in  the  6th 
year.  In  the  6th  year  the  company  can  then  begin  to  claim  its  depreciation 
on  the  full  value  of  its  assets  as  from  the  date  on  which  the  assets  were 
bought.  I  think  this  latter  arrangement  has  regard  to  a  very  important  point 
which  was  made  by  Professor  Hicks  and  other  people  who  have  written  on 
incentives  legislation,  namely,  that  the  extent  to  which  depreciation  was  lost 
during  the  period  of  the  tax  holiday  diminished  the  value  of  the  incentive 
and  if  the  profits  of  the  company  were  not  much  greater  than  the  depreciation, 
then  very  little  would  have  been  done  for  the  company.  Hence  this  idea 
of  postponing  the  depreciation  until  after  the  incentive  period. 

The  gradual  cushioning  of  the  company  from  the  full  tax  exemption  to 
two-thirds  tax  exemption  and  then  to  one-third  was  also  thought  important 
psychologically  to  get  out  of  the  problem  which  many  people  forecast  would 
arise  when  companies  found  their  exemptions  were  running  out;  that  is,  they 
were  going  to  go  from  100  per  cent  freedom  to  100  per  cent  taxation.  In  these  | 
circumstances  the  chances  are  they  would  bring  very  great  pressure  to  bear 
on  the  government  to  adjust  the  incentives.  'The  Industrial  Incentives  Bill 
also  recognizes  that  not  only  the  pioneers  are  entitled  to  the  incentives  but 
also  existing  industries  which  desire  to  expand.  There  is  a  further  serious 
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lot  of  problems  in  the  Pioneer  Industries  Law  since  you  must  either  recognize 
a  person  as  a  pioneer  and  give  him  100  per  cent  relief  or  give  him  no  relief 
at  all.  In  many  cases  that  was  a  difficult  position  because  not  every  company 
could  be  regarded  as  fitting  neatly  in  one  or  other  category.  The  Industrial 
Incentives  legislation  recognizes  that  there  is  an  intermediary  category  of 
companies  that  cannot  earn  full  exemption  but  on  the  other  hand  requires 
some  exemption  from  the  tax  and  a  category  of  companies  entitled  to  50  per 
cent  exemption  has  been  created. 

We  have  borrowed  from  Puerto  Rico  a  very  novel  bit  of  legislation  — 
namely  that  profits  which  are  distributed  by  a  company  under  the  Industrial 
Incentives  Law  to  a  shareholder  who  is  liable  to  tax  in  his  home  country  on 
these  dividends  would  be  liable  to  tax  in  Jamaica  also,  but  where  the  profits 
were  distributed  to  someone  whose  taxing  administration  exempts  those  profits 
from  tax  they  would  be  free  of  tax  in  Jamaica.  Since  in  the  majority  of  cases 
the  overseas  countries  from  which  investments  come  would  tax  the  distribution 
of  profits  the  emphasis  is  on  the  investor  retaining  the  profits  in  the  local 
companies.  Now  apparently  there  has  been  a  great  deal  of  trouble  with  the 
United  Kingdom  on  this  point  because  of  the  apparent  discrimination  in¬ 
volved  but  I  think  there  are  many  arguments  in  favour  of  this  sort  of  legisla¬ 
tion. 

The  third  bit  of  incentive  legislation  was  the  Export  Industries  Encourage¬ 
ment  Law  which  was  designed  to  cater  specifically  to  those  companies  that 
would  only  be  manufacturing  for  export.  Those  companies  were  given  com¬ 
plete  freedom  of  customs  duties  in  order  to  import  raw  materials  and 
machinery;  in  other  words  they  were  regarded  as  companies  operating  on  a 
little  bit  of  extra-territorial  territory  for  practical  purposes.  It  is  another  con¬ 
ception  of  the  free  trade  zone,  except  that  instead  of  being  concentrated  in 
one  zone,  they  are  allowed  to  locate  themselves  wherever  they  wish.  The 
companies  operating  under  the  Export  Industries  Law  can  get  any  of  the 
benefits  under  the  Industrial  Incentives  Law,  or  the  Pioneer  Industries  Law, 
depending  on  what  they  wish,  plus  the  other  concessions  that  I  have  men¬ 
tioned.  We  have  another  law  which  is  designed  to  attract  the  head  office,  or 
branch  offices  of  international  companies  which  will  be  trading  outside  of 
the  region.  In  other  words  we  have  been  trying  to  attract  the  famous  Panama 
type  corporation  in  which  transactions  outside  Jamaica  are  controlled  from 
a  company  in  Jamaica.  There  is  a  law  designed  to  attract  non  resident  invest¬ 
ment  trusts,  the  main  reason  being  to  interest  people  who  have  monies  in 
trust  to  invest  a  part  in  Jamaica  on  the  theory  that  by  having  the  trust  on  the 
spot  investment  opportunities  would  possibly  occur  to  them  much  more  quick¬ 
ly  than  if  they  were  abroad. 

Now  there  is  something  I  must  say  about  the  action  which  has  been  taken 
in  the  United  Kingdom,  and  which  may  be  taken  in  the  United  States  as  re¬ 
gards  these  incentive  legislations.  The  United  Kingdom  has  recently  passed 
the  Overseas  Trade  Corporation  Law  and  the  United  States  might  recognize 
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tax  sparing  treaties  in  which  they  would  give  credit  to  the  taxes  allowed  or 
(he  taxes  forgiven  in  the  area.  An  important  point  is  that  to  the  extent  that 
metropolitan  countries  exempt  profits  made  in  these  undeveloped  territories 
from  their  taxation,  to  that  extent  it  becomes  more  difiBcult  for  the  imdeveloped 
countries  to  collect  tax  from  those  companies.  For  some  psychological  reason  ! 
the  overseas  investor  is  quite  prepared  to  put  up  with  any  sort  of  taxation 
or  any  sort  of  restriction  that  his  home  government  puts  on  him,  but  im¬ 
mediately  he  comes  to  the  undeveloped  territories,  he  resents  any  appearance 
of  control  or  taxation.  Now  I  feel  that  the  Western  hemisphere  corporation 
type  of  allowance  in  the  United  States  is  the  best  sort  of  arrangement  that  ^ 
undeveloped  territories  could  have.  The  Western  hemisphere  corporation  type 
of  allowance  provides  for  a  reduced  rate  of  tax  in  a  metropolitan  territory  on 
profits  made  outside  it,  and  also  provides  that  the  taxes  paid  in  the  outside  || 
territory  can  be  allowed  as  a  deduction  from  the  taxes  paid  in  the  home  gov-  f 
ernment.  The  company  has  an  incentive  to  become  a  Western  hemisphere 
corporation  and  invest  in  the  Western  hemisphere.  So  far  as  local  taxes  are 
concerned  the  investor  really  would  not  care  very  much  as  long  as  these  local 
taxes  did  not  exceed  the  taxes  paid  as  a  Western  hemisphere  corporation. 
And  therefore  from  the  point  of  view  of  bargaining,  the  local  administration 
has  a  much  stronger  bargaining  power  in  trying  to  exact  some  taxes  from 
these  companies.  My  guess  is  that  in  future  it  is  going  to  be  very  difiBcult  to 
extract  any  tax  at  all  from  British  overseas  companies  —  even  those  com¬ 
panies  which  by  present  standards  would  not  have  qualified  for  incentives 
under  our  incentives  programme,  for  when  they  are  released  from  taxes  at 
home,  there  is  no  further  credit,  that  is,  the  British  company  operating  in 
Jamaica  is  going  to  be  completely  exempt  in  Britain  from  taxation  on  profits  j 
made  in  Jamaica  or  anywhere  else  outside  the  United  Kingdom.  My  point 
is  that  so  long  as  that  is  the  case  the  company  in  its  negotiation  with  die 
government  is  going  to  have  a  very  strong  bargaining  position.  The  offset  ! 
principle  protects  us  under  certain  circumstances,  in  other  words  it  is  easy  \ 
to  collect  tax  from  a  company  which  in  efiFect  is  collected  from  the  U.S.  or 
U.K.  Treasury.  Where  this  is  not  so  it  is  going  to  be  difiBcult  to  get  any  tax 
at  all  from  these  companies. 

There  are  other  incentives  ofiFered  to  private  enterprise  which  I  may  men¬ 
tion  briefly.  I  handed  out  pamphlets  yesterday  showing  the  services  of  the 
I.D.C.  in  credit  and  in  building  industrial  estates,  doing  research,  looking 
for  markets,  doing  industrial  promotion  and  all  the  various  things  which  will 
encourage  industry.  I  would  also  like  to  have  said  something  about  protec¬ 
tion  and  it  is  very  relevant  to  *'his  industrial  programme,  but  time  does  not 
permit  and  I  will  just  make  some  points  about  technique.  It  is  brought  out 
very  clearly  in  previous  discussions  that  if  we  wish  to  attract  overseas  in¬ 
vestors  who  will  be  exporting  to  markets  abroad,  the  thing  to  do  is  to  attract 
a  company  which  already  has  connections  in  the  overseas  market.  On  the 
local  side  we  have  some  important  lessons  to  draw  from  this  principle.  Where 
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we  are  trying  to  encourage  manufacture  for  the  local  market,  the  problem 
of  the  distribution  outlet  is  just  as  important,  and  if  you  can  interest  the 
people  who  own  the  distribution  outlets  in  setting  up  manufacturing  indus- 
!  tries  you  have  a  greater  chance  of  the  industry  being  a  success  in  that  it  has 
an  assured  market. 

Now  that  also  applies  to  another  important  sector.  Where  you  are  setting 
up  an  industry  which  is  competing  with  fairly  well  known  branded  goods  in 
the  local  market,  and  where  the  company  exporting  to  the  region  thinks 
I  the  markets  important,  it  has  also  been  shown  that  if  you  want  to  succeed, 
I  the  thing  to  do  is  to  interest  the  manufacturer  who  has  been  exporting  to 
this  market  to  set  up  a  factory  here.  We  have  had  one  very  good  example 
of  that,  when  the  paint  factory  was  set  up.  It  was  set  up  largely  by  local  capi- 
I  tal  and  by  people  who  had  no  connection  v/ith  an  existing  manufacturing 
I  firm,  or  rather  ^eir  firm  had  no  connection  with  the  Jamaican  market.  One 
I  of  the  largest  British  firms,  manufacturers  of  paints  which  had  control  of  the 
Jamaican  market  almost  killed  the  paint  factory  immediately  after  it  started, 
and  the  only  solution  was  to  get  this  company  to  buy  it  out.  Now  that  it  has 
been  bought  out,  relations  are  very  happy;  they  not  only  supply  the  local 
market,  but  they  are  supplying  the  company’s  export  markets  in  the  West 
Indies. 

MONOPOLY  AND  ECONOMIC  DEVELOPMENT  IN  THE  BRITISH 

WEST  INDIES 

By 

A.  P.  Thorne 

^  In  connection  with  this  subject,  the  private  sector,  may  I  invite  attention 
!  to  what  appears  to  be  an  important  feature  in  the  West  Indies:  the  pre- 
I  valence  of  monopoly  and  semi-monopoly.  The  involvement  of  the  territories 
with  price  control  is  only  a  part  of  the  evidence  of  this,  though  an  important 
part.  It  is  not  relevant  here  to  include  those  cases  where  there  is  one  or  a 
few  firms  producing  chiefly  for  the  extenial  market;  I  should  like  to  focus 
attention  on  production  for  the  local  market.  And  I  do  not  seek  here  to  draw 
distinctions  between  monopolistic  enterprises  controlled  by  people  in  the 
Caribbean  and  those  controlled  by  foreign  interests.  Nor  am  I  here  concerned 
with  the  welfare  aspects  of  the  problem.  I  would  like  merely  to  stimulate 
interest  in  the  efiFects  of  prevalent  monopoly  and  near  monopoly  upon 
economic  development. 

'There  has  been  reference  to  the  excessive  profits  made  by  the  cement  in¬ 
dustry  in  Jamaica.  It  is  obvious  that  where  there  were  such  excessive  profits 
the  price  of  the  cement  was  higher  than  it  should  have  been;  consequently, 
people  were  forced  to  purchase  less  than  they  would  have  done  had  the  price 
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been  lower.  If  this  be  true,  then  there  was  a  slower  build-up  of  actual  physical 
assets,  less  government  and  private  building  activity,  and  less  employment 
than  there  should  otherwise  have  been.  The  impact  of  this  holding  down 
of  real  investment  is,  of  course,  not  confined  to  the  years  in  which  the  greater 
real  investment  would  have  been  made;  for  the  productivity  and  income  and 
savings  of  many  succeeding  years  have  also  been  adversely  affected.  There 
would  clearly  be  a  tendency  also  for  rents,  and  so  the  cost  of  living,  to  be 
higher,  and  for  trade  union  and  other  pressures  to  raise  money  wages  to  be 
greater,  than  would  otherwise  have  been  the  case.  Here,  let  us  note  also,  is 
an  important  example  of  how  we  might  find  ourselves  being  pushed  (in  the 
matter  of  wage  levels)  in  a  direction  contrary  to  that  which  would  stimulate 
general  entrepreneurial  activity  and  economic  growth. 

The  cement  case  is  merely  an  example.  And  I  would  not  wish  to  invite  at¬ 
tention  only  to  the  lack  of  competition  in  some  important  manufacturing  in¬ 
dustries  supplying  the  domestic  market.  Import  merchants,  too,  are  frequently 
in  the  position  of  monopolists  with  respect  to  the  supply  of  at  least  some  of 
their  lines  and  items  of  trade. 

In  each  of  the  islands,  a  few  importers  are  responsible  for  supplying  such 
"capital”  or  "investment”  goods  as  imported  cement,  lumber  and  many  metal 
articles.  In  Jamaica,  for  example,  there  are  only  three  or  four  importers  of 
lumber.  Similarly,  there  are  in  a  number  of  cases  only  a  few  importers  of 
some  consumer  goods  for  which  there  are  no  close  substitutes.  Operating  in 
close  proximity  in  the  small  communities,  the  merchants  concerned  can  hardly 
avoid  meeting  or  getting  in  touch  with  each  other  for  a  profitable  collusion, 
with  the  usual  consequence  of  higher  prices  and  lower  physical  volumes  of 
supply.  A  rational  approach  to  the  problem  of  monopoly  and  price  control 
seems  to  be  required,  with  recognition  of  the  small  size  of  the  local  markets 
and  the  impossibility  of  the  emergence  of  the  competition  that  is  usually 
assumed  in  so  much  of  economic  theory.  The  legislation  and  procedures  that 
have  been  developing  in  the  United  Kingdom  and  the  United  States  might 
perhaps  be  profitably  studied  by  the  island  governments.  If  price  control  be¬ 
comes  too  severe  and  does  not  allow  adequate  profits,  there  is  discouragement 
of  industrial  expansion;  if,  on  the  other  hand,  prices  are  set  too  high,  economic 
growth  is  retarded 

SOME  LESSONS  FOR  THE  WEST  INDIES  IN  PUERTO  RICO’S 
ECONOMIC  DEVELOPMENT 

By 

Dxvm  F.  Ross 

The  Puerto  Rico  Development  Company  began  its  operations  along  tradi¬ 
tional  lines.  That  is,  it  constructed  factories  to  make  products  for  use  in  the 
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local  market.  By  tiie  end  of  1947,  a  total  of  19  new  plants  had  been  estab< 
bshed  which  we  considered  to  have  resulted  directly  from  the  Development 
Company’s  activities. 

We  were  at  this  time  at  a  stage  which  I  think  many  other  countries  have 
reached  in  carrying  out  industrialization  programmes.  There  were  grounds 
for  self-congratulation,  in  that  a  number  of  new  enterprises  were  operating. 

What  happened  next,  I  think,  is  the  most  significant  turning  point  When 
results  had  ^en  achie>'<^'.i  that  would  have  been  pointed  to  with  great  and 
justifiable  pride  in  virUxs  ‘y  any  other  Latin  American  or  Caribbean  area,  the 
leadership  of  the  Development  Company  undertook  a  complete  and  drastic 
reorientation  of  the  programme. 

These  19  plants,  admirable  though  their  establishment  in  Puerto  Rico  might 
be,  were  providing  jobs  for  less  than  2,000  workers,  probably  not  1  per  cent 
of  the  number  of  jobs  that  would  need  to  be  created  through  industrialization; 
and  the  Development  Company’s  capital  was  approaching  full  employment. 
It  must,  I  think,  have  been  clear  to  Mr.  Moscoso  and  the  others  in  command, 
that  they  could  go  on  being  successful  at  the  rate  they  were  succeeding  for 
an  indefinite  period  without  ever  making  any  real  dent  in  the  economic  prob¬ 
lem  of  Puerto  Rico. 

The  upshot  was  that  Puerto  Rico  enacted  a  tax  exemption  law,  granting 
essentially  complete  exemption  from  all  taxes  for  a  ten  year  period;  engaged 
a  public  relations  firm  and  an  advertising  agency;  built  a  large  luxury  hotel 
in  San  Juan;  established  a  mainland  branch,  with  offices  in  New  York,  Chicago 
and  Los  Angeles,  from  which  salesmen  operate  just  as  if  Puerto  Rico  were  a 
product  of  Proctor  and  Gamble;  sold  the  government  plants  to  private  in¬ 
terests,  and  set  up  a  development  agency  outside  of  the  Company  to  handle 
the  increasingly  important  governmental  rather  than  business  aspects  of 
development.  Under  this  programme,  around  450  new  factories  had  been 
successfully  established  and  were  in  operation  in  Puerto  Rico,  with  an  em¬ 
ployment  of  about  36,000  workers,  by  June  of  1957. 

A  lot  more  could  be  said  about  Puerto  Rico,  but  I  want  to  leave  some  time 
for  the  second  aspect  of  the  questions  that  have  been  raised,  which  is  whether 
and  how  the  other  Caribbean  islands  can  profit  by  Puerto  Rico’s  example. 

First  of  all,  it  should  not  require  the  example  of  Puerto  Rico  to  establish 
the  proposition  that  the  development  of  export  manufacturing  needs  to  play 
a  leading  role  in  any  development  scheme.  The  local  market,  if  you  can  pro¬ 
tect  it,  is  closer,  more  familiar,  and  more  certain.  But  the  local  market  is 
small;  the  British  West  Indies  market  is  small;  the  whole  Caribbean  market 
is  small,  for  that  matter.  There  are  just  not  enough  opportunities  presented 
by  the  local  market  to  make  an  impression  on  the  need  for  industrialization. 
I  think  it  may  quite  possibly  be  true  that  the  greatest  advantage  which 
Puerto  Rico  derives  from  her  peculiar  relationship  with  the  U.S.  is  that  she 
cannot  put  up  tariffs  or  other  trade  barriers  against  U.S.  goods,  and  hence 
has  been  forced  to  compete  with  them. 
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The  need  for  external  markets  produces,  in  a  sense,  the  need  for  external 

capital  and  enterprise. 

The  question  then  becomes  really  whether  an  area  like  Jamaica  can  profit 
by  Puerto  Rico’s  example  in  attracting  external  capital  and  enterprise.  I  pro¬ 
pose  to  direct  the  balance  of  my  remarks  to  this  question. 

In  at  least  one  respect,  Jamaica  has  a  big  advantage  over  Puerto  Rico  in 
that  it  is  English-speaking,  and  in  the  other  aspects  of  culture  also  probably 
much  less  exotic  than  Puerto  Rico  to  the  great  mass  of  manufacturing  entre¬ 
preneurs. 

Basically,  I  can  see  no  reason  why  Jamaica  should  not  be  in  a  position  to 
compete  effectively  with  Puerto  Rico  for  external  capital  and  enterprise.  But 
there  are  some  adjustments,  which  lie  within  the  power  of  areas  like  Jamaica 
to  make,  and  which  must  be  made  if  a  substantial  amount  of  export  manu¬ 
facturing  is  to  be  established  on  die  island. 

The  University  College  of  the  West  Indies  is,  I  take  it,  an  institution  of 
higher  education  in  the  strictest  sense.  The  fact  that  a  qualified  West  Indian 
student  may  earn  a  University  of  London  degree  without  leaving  the  West 
Indies  is,  I  thing,  both  remarkable  and  admirable.  Yet  I  cannot,  with  the 
greatest  respect  for  our  hosts,  escape  the  conclusion  that  the  University  Col¬ 
lege  is  not  filling  the  educational  requirements  of  the  area.  I  have  the  im¬ 
pression  that  education  in  Jamaica,  not  only  at  the  University  level  but  also 
at  the  secondary  school  level,  is  dominated  by  a  philosophy  that  only  the 
best  is  worth  doing  at  all.  This  is  plain  wrong.  Jamaica  is  not  rich  enough 
to  afford  the  best,  nor  to  scorn  the  second  best  or  even  third  or  fourth  best. 

This  problem  is  basic.  Unless  you  solve  it,  whatever  wage  rate  is  estab¬ 
lished  here  will  be  too  high.  A  productive  labour  force  means,  more  than 
any  thing  else,  I  should  say,  judging  by  Puerto  Rico’s  experience,  a  labour 
force  that  is  adequately  supervised  and  serviced  by  supervisory  and  technical 
personnel.  An  external  firm  may  reasonably  expect  to  have  to  send  a  general 
manager  down  to  look  after  things  at  the  top,  but  in  a  modem  industrial 
enterprise,  even  one  which  uses  a  relatively  large  amount  of  unskilled  labour, 
there  is  a  fairly  important  number  of  people  who  fall  between  the  top  manage¬ 
ment  and  the  unskilled  labour,  and  it  is  these  people,  who,  by  their  numerical 
adequacy,  their  competence,  and  their  understanding  of  the  motivations  of 
the  workers,  largely  determine  the  productivity  of  labour,  and  hence,  grant¬ 
ing  the  wage  rate,  its  cost.  The  educational  system  of  the  British  West  Indies 
does  not  produce,  I  judge,  even  a  trickle  of  these  people;  and  a  successful 
industrialization  programme  will  demand  them  in  torrents,  and  will  fail  if 
they  are  not  forthcoming. 

There  are  other  needs  which  Jamaica  would  have  to  fill,  though  none  so 
diflBcult  as  this  first  mentioned.  We  in  Puerto  Rico  have  found,  for  example, 
that  industrial  buildings  present  a  serious  problem.  Few  of  the  new  firms 
attracted  are  likely  to  want  to  own  their  own  buildings;  a  local  source  needs 
to  be  found. 
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Finally,  of  course,  you  must  be  prepared  to  accept  and  adjust  your  ways 
of  life  to  accommodate  a  lot  of  “rude  and  uncouth”  foreign  businessmen.  The 
kind  of  people  you  will  catch  in  your  net  will  not  be  students  of  West  Indian 
culture,  or  tourists  drawn  by  the  beauty  of  your  island.  They  will  be  of  a  breed 
even  less  respectful  of  tradition  than  economists.  And  they  will  have  the 
power  to  make  your  island  over  into  quite  a  different  place,  in  many  respects 
not  nearly  so  agreeable  as  it  is  now.  All  this  you  must  be  prepared  to  take 
with  a  smile,  or  accept  the  alternative,  for  there  is,  of  course,  an  alternative. 
We  have  discussed  on  a  number  of  occasions  recently  the  possible  effects  of 
lowering  wages;  and  this  is,  essentially,  the  alternative.  But  if  we  are  talking 
about  the  people  of  Jamaica  remaining  in  poverty,  then  we  are  not  discussing 
a  development  programme. 

GENERAL  DISCUSSION 
Channels  of  Local  Savings 

Insurance  companies  were  discussed  as  a  channel  by  which  local  savings 
might  be  invest^.  No  incentives  were  provided  in  Jamaica  for  insurance 
companies,  though  the  method  of  computing  taxable  income  (investment  in¬ 
come  minus  commissions  and  other  expenses)  meant  that  a  growing  company 
paid  little  or  no  tax.  Most  of  the  business  was  carried  on  by  Canadian  com¬ 
panies  which  '/ere  prevented  by  exchange  control  regulation  from  remitting 
premium  income  to  Canada,  and  80  per  cent  of  their  investments  were  in 
Jamaica,  in  house  mortgages  and  loans  to  policy  holders,  government  and 
businesses.  It  was  mentioned  that  U.S.  insurance  companies  were  generally 
restricted  by  law  from  investing  abroad,  but  British  companies  were  under 
no  such  restriction. 

It  was  said  that  little  of  Jamaican  private  savings  went  overseas,  most  going 
into  land,  mortgages  (handled  mainly  through  lawyers),  local  businesses  and 
house  building.  Funds  flowed  into  the  building  of  high-priced  houses  rather 
than  those  costing  £1,000  or  less. 

In  Puerto  Rico  the  building  of  low-cost  houses  expanded  after  1954.  The 
Federal  Housing  Authority  offered  guarantees,  the  demand  for  low-cost  hous¬ 
ing  on  the  mainland  was  falling  off  and  big  housing  corporations  began  to 
apply  mass  production  techniques. 

The  Role  of  Government 

It  was  suggested  that  one  deterrent  to  the  building  of  houses  in  Jamaica, 
especially  low-cost  houses,  was  the  system  of  rent  control  on  unfurnished 
houses  (the  renting  of  furnished  houses  was  not  common);  it  could  be  claimed, 
however,  that  this  control  had  reduced  the  building  of  undesirable  tenement 
houses.  The  heavy  freight  rates  on  imported  materials  even  more  than  the 
rates  of  duty,  also  impeded  the  provision  of  low  cost  housing,  diough  die 
usual  small  rural  house  had  few  imported  components. 
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The  Jamaican  system  of  control  of  beef  prices  was  mentioned;  here  again 
it  could  be  argued  that  control  restricted  supply  and  reduced  quality.  The 
importation  of  frozen  meat  was  possible  but  on  the  popular  market  there  was 
a  prejudice  in  favour  of  local  meat.  Professor  Schultz  remarked  that  in  these 
cases  incentives  seemed  to  run  contrary  to  the  things  needed  most  —  housing, 
meat. 

It  was  suggested  that  the  incentives  offered  private  industry  in  Jamaica 
recently  were  preferable  to  the  often  excessive  incentives  offered  in  earlier 
years. 

An  important  part  of  government’s  role  in  economic  development  was  the 
provision  of  education.  It  was  agreed  that  the  West  Indies  needed  facilities 
for  higher  education,  particularly  in  technical  subjects  (engineering,  agricul¬ 
ture)  beyond  what  was  now  provided  by  the  U.C.W.I.,  though  not  necessarily 
in  a  single  institution.  The  possibility  was  also  mentioned  that  private  in¬ 
dividuals  might  open  small  private  liberal  arts  colleges  like  those  which  had 
grown  up  in  the  early  years  of  American  education.  Mr.  Sherlock  pointed 
out  that  the  development  of  higher  education  in  the  West  Indies  was  not 
only  new  (public  interest  in  it  having  become  active  only  since  the  1940’s) 
but  also  restricted  by  lack  of  resomces.  It  was  mentioned  that  this  lack  also 
limited  primary  and  secondary  education  and  posed  a  problem  of  allocation 
of  resomces  between  the  different  levels  of  the  educational  system. 

Development  of  Agriculture 

Professor  Lewis  raised  three  problems  concerning  the  development  of 
agriculture.  The  first  was  tliat  of  inducing  the  cultivator  of  certain  tree  crops 
(cocoa,  coconuts,  rubber)  which  were  particularly  suitable  to  the  small  farmer 
to  replace  trees  which  had  reached  the  end  of  their  period  of  high  yields. 
The  small  farmer  was  usually  reluctant  to  cut  down  a  tree  still  bearing, 
whether  because  yields  were  falling  off  or  because  of  disease.  Must  he  be 
induced  to  maintain  efficiency  by  subsidy? 

It  was  suggested  that  the  small  farmer’s  resistance  to  replanting  might  be 
more  rational  than  it  appeared  if  he  had  to  operate  on  borrowed  capital  at 
iisiu-ious  rates  of  interest,  and  especially  if  he  was  being  asked  to  replant 
with  new  varieties  whose  advantages  had  not  been  clearly  demonstrated.  One 
suggestion  for  enabling  the  farmer  to  tide  over  the  replanting  in  the  case  of 
cocoa  was  that  he  should  maintain  as  shade  trees  varieties  which  could  be 
sold  for  timber  in  a  year  of  low  income.  Mixed  “food  forests”  might  have  a 
similar  effect.  Even  if  a  subsidy  was  necessary,  the  cost  might  be  less  than  at 
first  appeared,  and  it  was  arguable  that  estates  should  not  be  included  in 
subsidy  schemes.  Where  an  industry  was  organized  (like  the  West  Indian 
sugar  industry)  fimds  could  be  built  up  which  might  take  the  burden  of  sub¬ 
sidy  off  government. 

Professor  Lewis  questioned  the  need  to  give  away  seedlings  to  the  small 
farmer.  It  was  argued  that  it  was  advisable  to  give  the  farmer  the  first  speci- 
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mens  of  a  new  variety,  but  some  recent  failures  might  have  been  avoided  by 
regular  inspection  to  see  that  the  plants  were  in  fact  cared  for. 

Professor  Lewis’  second  question  concerned  the  measures  which  might  be 
taken  to  encourage  use  of  the  large  uncultivated  properties  observable  even 
in  the  supposedly  land-hungry  islands  —  by  taxation,  subsidies,  land  settle¬ 
ment,  etc.  Professor  Schultz  remarked  that  it  should  be  a  main  aim  of  agricul¬ 
tural  policy  in  Jamaica  to  shift  resources  from  the  cultivation  of  poor  hill¬ 
side  land  to  more  intensive  farming  on  bottom  land. 

The  third  problem  was  that  of  bringing  about  an  agricultural  revolution 
among  the  small  food  producers  which  would  lead  to  a  substantial  increase 
in  productivity  and  demand  and  release  labour  for  development  in  other  parts 
of  the  economy.  Did  one  get  producers  to  change  by  making  them  banl^pt, 
or  by  making  them  prosperous? 

Commercial  Development 

It  was  agreed  that  the  commercial  system  in  the  West  Indies  did  not  play 
a  satisfactory  part  in  development.  For  various  reasons  —  the  smallness  of 
the  markets  which  had  facilitated  the  system  of  the  principal  agent,  the  effect 
of  wartime  controls  and  postwar  import  licensing  —  competition  was  very 
imperfect  and  change  was  slow. 

In  Puerto  Rico  a  study  of  distribution  made  early  in  the  development  pro- 
granune  had  recommended  that  government  should  start  co-operative  stores. 
But  this  was  no  longer  necessary  because  the  buying  power  of  the  conununity 
had  risen  to  the  point  where  mainland  distributors  were  induced  to  operate 
in  Puerto  Rico.  Seers,  Roebuck  was  beginning  operations  in  Puerto  Rico  and 
considering  opening  a  business  in  Kingston. 


Topic  5:  The  Problem  of  Overseas  Markets 

TRADING  PROBLEMS  OF  THE  BRITISH  WEST  INDIES 


E.  F.  Nash 

Main  Characteristics  of  West  Indian  Trade 

There  are  three  main  generalizations  which  may  perhaps  serve  as  an  in¬ 
troduction  to  a  consideration  of  the  trading  problems  of  the  British  West 
Indies.  In  the  first  place  they  are  small  countries  with  relatively  undiversi¬ 
fied  economies,  and  their  trade  consists  largely  of  the  exchange  of  a  limited 
range  of  primary  products  for  a  wide  variety  of  foodstuffs  and  other  con¬ 
sumption  goods.  In  the  second  place,  the  climate  and  resoiuces  of  the  dif¬ 
ferent  territories  are  similar  and  none  of  them  possesses  a  manufacturing  in¬ 
dustry,  which  has  been  developed  on  any  important  scale.  Since  in  addition 
some  of  them,  in  particular  Jamaica  and  British  Honduras,  are  separated  by 
considerable  distances  from  other  members  of  the  group,  the  trade  that  takes 
place  within  the  group  is  relatively  unimportant  and  it  is  upon  trade  with  the 
outside  world  that  the  economies  both  of  individual  territories  and  of  the 
group  as  a  whole  largely  depend. 

The  third,  and  final,  characteristic  to  which  attention  may  usefully  be 
drawn  is  that  the  nature  of  their  trading  relations  with  the  outside  world  is 
determined  largely  by  political  rather  than  by  purely  economic  circumstances. 
This  is  partly  because  they  are  political  dependencies  of  Great  Britain  and 
the  final  decision  on  their  own  commercial  policy  has  rested  with  London 
rather  than  with  the  territories  themselves.  In  addition,  however,  their  geo¬ 
graphical  position,  small  size  and  lack  of  any  commanding  economic  ad¬ 
vantage  against  the  competition  of  rival  producers,  has  made  them  vulnerable 
to  the  trading  policies  of  other  countries  and  especially  the  United  States. 

The  following  paragraphs  illustrate  and  discuss  these  three  main  points. 


The  Magnitude  and  Composition  of  West  Indian  Trade 

The  aggregate  value,  in  1955,  of  the  imports  of  the  West  Indian  territories 
amounted  to  £153  million  and  that  of  their  exports  to  £130  million.  The 
figures  for  individual  territories  and  for  the  group  as  a  whole  are  shown  for 
a  series  of  years  in  Table  I.  The  figures  show  that  over  40  per  cent  of  the 
totals  both  of  imports  and  exports  are  accounted  for  by  Trinidad,  which  has 
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only  about  one  fifth  of  the  total  population  (721,000  out  of  approximately 
million  in  1955).  Jamaica  on  the  other  hand,  has  with  its  dependencies  over 
1%  million  people  or  more  than  40  per  cent  of  the  total  population,  but  its 
trade  is  less  than  30  per  cent  of  the  total.  The  average  value  of  total  trade 
per  head  of  the  population  is  about  £80  (or  exclusive  of  Trinidad  £72). 
Prosperous  small  countries  usually  have  a  relatively  high  value  of  trade  per 
head  since  an  active  trade  with  the  rest  of  the  world  is  usually  a  condition 
of  their  prosperity.  Thus  New  Zealand  and  the  Netherlands  for  example  have 
an  aggregate  trade  of  about  £200  per  head.  Considering  the  relatively  small 
total  population  of  the  West  Indies  and  the  fact  that  their  aggregate  trade 
figures  include  trade  between  the  different  members  of  the  group  (which 
would  be  excluded  if  it  were  treated  as  a  single  economic  unit),  the  average 
value  of  trade  per  head  must  be  regarded  as  low  and  as  a  reflection  of  the 
low  average  income  level  of  the  territories. 

Trade  of  the  Main  Territories 

Composition  of  Trade 

Table  II  shows  the  composition  of  the  import  and  export  trade  of  the  main 
territories  by  major  groups  of  commodities.  Imports  of  food  are  important  in 
all  the  territoiies  and  in  the  aggregate  account  for  one  fifth  of  the  total  im¬ 
ports;  in  Barbados  the  proportion  exceeds  30  per  cent.  Imports  of  raw  mater¬ 
ials  are  unimportant,  except  for  the  large  import  of  crude  petroleum  into 
Trinidad  for  processing  and  subsequent  export  in  refined  form.  Manufactured 
goods  constitute  nearly  three  fifths  of  the  total  imports,  machinery  and 
transport  equipment  amounting  to  about  one  fifth. 

Exports  are  much  more  highly  specialized  and  fall  mainly  into  three  groups, 
namely  food,  which  represents  over  40  per  cent  of  the  total;  mineral  fuels, 
consisting  entirely  of  petroleum  and  related  products  from  Trinidad  but  ac¬ 
counting  for  nearly  40  per  cent  of  the  exports  listed,  and  raw  materials,  con¬ 
sisting  principally  of  bauxite  (or  alumina)  from  Jamaica  and  British  Guiana, 
together  with  timber  from  British  Guiana  and  British  Honduras.  Petroleum 
and  its  products  account  for  over  three  quarters  of  the  exports  of  Trinidad 
and  forestry  products  for  nearly  two  thirds  of  those  of  British  Honduras.  Bar¬ 
bados  however  is  entirely  dependent  on  agriculture,  sugar  and  its  by-pro¬ 
ducts  representing  over  90  per  cent  of  total  exports.  The  sugar  industry  pro¬ 
vides  hadf  the  exports  of  British  Guiana  and  nearly  40  per  cent  of  those  of 
Jamaica,  but  in  both  these  countries  bauxite  makes  a  substantial  contribution 
to  export  revenues  and  in  Jamaica  it  is  likely  in  the  near  future  to  become 
the  most  important  export  product. 

The  totals  for  the  principal  export  commodities  from  the  five  territories 
In  1955  are  as  follows:- 
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£in 

Petroleum  44.29 

Sugar,  rum  and  molasses  36.69 

Bauxite  and  alumina  15.56 

Bananas  5.33 

Rice  2.61 

Citrus  fruit  (including  canned  juices  and  oil)  2.40 

Other  products  11.41 


118.29 

Extent  of  Diversification  within  Agriculture 

As  regards  the  distribution  of  the  principal  agricultural  exports,  those  from 
Barbados,  as  already  noted,  consist  virtually  exclusively  of  sugar.  The  sugar 
industry  dominates  the  agricultural  export  of  all  these  territories,  with  cocoa 
occupying  the  second  place  in  Trinidad,  bananas  in  Jamaica,  and  rice  in  Bri¬ 
tish  Guiana.  On  the  whole  there  is  more  diversity  in  the  agricultural  exports 
of  Jamaica  than  in  those  of  the  other  territories  covered,  products  other  than 
those  of  the  two  major  export  branches  of  agriculture  contributing  nearly  a 
quarter  of  Jamaican  agricultural  exports,  compared  with  only  one  seventh  of 
those  of  Trinidad  and  only  6  per  cent  of  those  firom  British  Guiana. 

Direction  of  Trade 

The  most  important  sources  of  the  imports  of  these  territories  are  the  Uni¬ 
ted  Kingdom,  the  United  States  and  Canada  (Table  IIIA),  the  proportions 
of  total  imports  for  the  group  as  a  whole  originating  in  those  three  countries 
being  (in  1955  )  40  per  cent,  14  per  cent  and  10  per  cent  respectively.  But, 
as  Table  IIIB  shows,  the  distribution  of  the  import  trade  among  the  main 
supplying  countries  is  not  imiform  between  the  different  territories.  Imports 
from  the  three  countries  named,  together  with  those  originating  in  the  Bri¬ 
tish  West  Indian  group  itself,  account  for  75  to  just  over  80  per  cent  of  the 
total  imports  of  each  of  the  five  main  territories  except  Trinidad,  but  imports 
of  Venezuelan  crude  oil  amount  to  one  quarter  of  Trinidad’s  total  imports. 
If  these  are  deducted  the  distribution  of  Trinidad’s  imports  becomes  similar 
to  that  of  the  other  territories. 

The  relative  importance  of  the  United  States  as  a  supplier  is  greatest  in 
British  Honduras,  which  buys  nearly  as  large  a  proportion  of  its  imports 
from  the  United  States  as  from  the  United  Kingdom,  and  least  in  Barbados, 
which  buys  more  both  from  Canada  and  from  the  other  British  West  Indian 
territories  in  the  aggregate  than  from  the  United  States.  One  seventh  of  the 
imports  of  Barbados  come  from  other  members  of  the  British  West  Indian 
group,  a  much  higher  proportion  than  in  any  of  the  other  major  territories. 

Table  IV  shows  that  the  major  countries  which  are  the  principal  suppliers 
of  West  Indian  imports  also  predominate  as  markets  for  West  Indian  exports. 
In  1955,  42  per  cent  of  the  aggregate  exports  of  these  territories  went  to  the 
United  Kingdom,  17  per  cent  to  Canada  and  TH  per  cent  to  the  United  States. 
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The  United  Kingdom  is  both  the  largest  supplier  of  West  Indian  imports  and 
the  largest  purchaser  of  West  Indian  exports,  but  her  relative  importance  has 
been  greater  as  a  purchaser  than  as  a  seller  throughout  the  period  covered  by 
the  Table.  The  United  States  on  the  other  hand  supplies  a  considerably 
larger  proportion  of  West  Indian  imports  than  she  takes  of  West  Indian  ex¬ 
ports.  Her  importance  as  an  export  market  is  in  fact  overshadowed  by  that 
of  Canada,  which  has  throughout  the  period  been  the  second  largest  market 
for  the  exports  of  the  West  Indies  as  a  whole. 

The  relative  dependence  on  these  three  main  markets  is  mucb  smaller  in 
the  case  of  Trinidad  than  for  the  other  major  territories.  Although  the  United 
Kingdom  is  the  largest  buyer  of  Trinidad  petroleum  products,  substantial 
sales  are  made  to  Brazil,  Curacao  and  other  neighbouring  countries  ( including 
the  British  West  Indian  territories  themselves)  and  to  a  variety  of  markets 
in  other  parts  of  the  world.  These  sales  account  for  three  quarters  of  the  total 
exports  of  the  five  main  territories  to  markets  outside  those  of  the  West  In¬ 
dies  themselves  and  the  three  major  trading  partners.  For  the  four  major 
territories  other  than  Trinidad  the  ^stribution  of  trade  among  the  main  sup¬ 
pliers  and  purchasers  in  1955  was  as  follows :- 

%  of  Total 


Imports  to 

Domestic  Exports 

- 

West  Indies 

from  West  Indies 

from: 

to: 

United  Kingdom 

42 

45 

United  States 

18 

12 

Canada 

11 

27 

British  West  Indies 

8 

7 

Other  Countries 

22 

8 

Thus  for  these  four  territories  pmchases  from  the  three  main  suppliers  to¬ 
gether  with  those  made  locally  constitute  78  per  cent  of  total  imports;  and 
sales  to  the  three  main  markets  together  with  local  sales  amount  to  90  per 
cent  of  total  exports.  Between  them  the  two  North  American  markets  supply 
29  per  cent  of  the  imports  of  the  four  territories  and  take  40  per  cent  of 
their  total  exports. 


Trade  of  the  Smaller  Islands 

The  total  imports  of  the  Windward  and  Leeward  Islands  (excluding  the 
Virgin  Islands)  amount  to  £.10  million  (Table  V).  Over  £4  million  of  this 
total  consists  of  food,  drink  and  tobacco.  The  total  exports  are  £7.2  million. 
Since  the  total  population  of  the  two  groups  is  some  433,000  the  average  value 
of  trade  per  head  is  only  £40  (£63  for  the  three  Leeward  Islands  here  in¬ 
cluded  and  £32  for  the  Windwards).  Not  only  are  these  totals  extremely 
low,  but  the  aggregate  value  of  imports  for  the  two  groups  exceeds  the  value 
of  their  exports  by  40  per  cent.  The  visible  adverse  trade  balance  is  particu- 
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larly  heavy  in  Antigua  and  Montserrat,  the  former  of  which  imports  nearly 
twice  and  the  latter  nearly  three  times  the  value  of  its  exports. 

The  composition  of  the  export  trade  varies  among  the  islands.  Sugar  occu¬ 
pies  the  same  dominating  position  in  St.  Kitts  as  in  Barbados;  it  is  also  the 
main  industry  of  Antigua  in  the  Leewards  group  and  of  St.  Luda  in  the 
Windwards  and  it  represents  37  per  cent  of  the  total  exports  of  both  groups 
together.  Among  the  remaining  islands  Grenada  depends  almost  equally  on 
cocoa  and  nutmegs,  each  of  which  contributes  about  45  per  cent  of  the  is¬ 
land’s  exports.*  Dominica’s  main  export  is  bananas,  that  of  St.  Vincent  arrow- 
root  and  that  of  Montserrat  cotton  (which  is  also  exported  from  Antigua  and 
St.  Vincent). 

'The  aggregate  values  of  the  principal  exports  from  the  two  groups  are  as 
foUows:- 


£m 

Sugar,  rum  and  molasses 

2.64 

Cocoa 

0.93 

Nutmeg  and  mace 

0.81 

Bananas 

0.62 

Cotton  and  by-products 

0.36 

Arrowroot 

0.32 

Other  products 

1.54 

7.22 


In  the  distribution  of  the  import  trade  of  these  islands  the  United  King¬ 
dom’s  share,  41  per  cent,  is  much  the  same  as  in  the  larger  territories,  but 
Canada  and  not  the  United  States  is  the  second  largest  supplier.  Imports  from 
other  West  Indian  territories  account  for  17  per  cent  of  the  total  and  have 
therefore  a  much  greater  relative  importance  than  in  the  larger  territories. 

The  United  Kingdom  takes  over  60  per  cent  of  the  total  exports  of  the  two 
groups,  a  far  greater  proportion  than  in  the  remainder  of  the  West  Indies. 
The  United  States  takes  12  per  cent  of  the  total  exports  and  is  the  second 
most  important  market.  It  is  the  main  buyer  of  nutmeg  from  Grenada  and 
of  arrowroot  and  other  products  from  St.  Vincent,  but  its  purchases  from  the 
other  islands  are  negligible  except  for  minor  quantities  of  cocoa  and  vanilla 
from  Dominica.  Exports  to  other  West  Indian  territories  represent  only  9  per 
cent  of  the  total,  about  the  same  proportion  as  exports  to  Canada. 

Trade  between  West  Indian  Territories 

No  comparative  analysis  of  intra-West  Indian  trade  is  possible,  but  the  ex¬ 
ports  of  the  five  major  territories  to  other  members  of  this  group  are  analysed 
in  Table  IV.  The  Table  makes  it  possible  to  distinguish  the  following  main 
movements  in  intra-West  Indian  trade: 

( 1 )  A  substantial  export  of  petroleum  products  from  Trinidad  to  the  other 

•Since  the  1955  hurricane,  however,  bananas  have  been  extensively  planted  and  they  are  now 
contributing  substantially  to  exiwrts. 
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territories.  This  however  does  not  represent  the  whole  supply  of  these  pro¬ 
ducts;  there  are  also  substantial  imports  from  other  areas,  including  the  Uni¬ 
ted  States  and  the  Dutch  West  Indies. 

(2)  An  export  of  food  from  certain  territories,  in  particular  British  Guiana. 
British  Guiana’s  food  exports  to  the  other  territories  consist  almost  wholly 
of  rice;  about  half  the  total  export  of  rice  went  in  1953  to  Trinidad,  and  a 
quarter  to  Barbados,  the  remainder  being  distributed  among  the  other  terri¬ 
tories,  very  little  going  outside  the  British  West  Indies. 

(3)  The  only  other  significant  intra-West  Indian  trade  in  foodstuffs  ap¬ 
pears  to  be  the  export  of  margarine  and  shortenings  from  Trinidad  and  Bar¬ 
bados  to  British  Guiana  and  the  smaller  islands,  and  the  export  of  biscuits, 
citrus  fruits  and  juices  and  flavourings  from  Trinidad.  A  certain  amount  of 
coconut  oil  is  also  exported  from  Trinidad  ^nd  Barbados  to  the  other  terri¬ 
tories.  In  Barbados  this  export  of  oils  and  fats  is  based  on  copra  imported 
from  the  other  islands. 

(4)  Barbados  exports  rum  to  other  territories,  mainly  Trinidad  and  the 
smaller  islands. 

(5)  British  Honduras  has  a  certain  local  export  trade  in  timber,  principally 
to  Jamaica. 

(6)  Many  other  articles  of  course  move  on  a  small  scale  between  the  ter¬ 
ritories,  but  th«>  only  other  trade  reaching  significant  dimensions  seems  to 
be  the  export  of  cement  from  Trinidad,  of  which  shipments  to  the  value  of 
£0.46  million  (out  of  a  total  export  of  about  £0.6  million)  went  to  other 
West  Indian  territories  in  1955. 

Quantitative  Development  of  Trade:  Terms  of  Trade 

The  year  by  year  totals  of  values  given  in  the  preceding  paragraphs  do 
not  provide  a  satisfactory  guide  to  the  quantitative  changes  in  trade  during 
a  period  in  which  considerable  price  movements  have  occurred.  Calculations 
of  the  quantum  of  trade  and  of  its  average  value  are  however  available  for 
Trinidad  and  Jamaica  (1951  =  100): 


1953 

Exports 

1954 

1955 

Imports 
1953  1954 

1955 

Quantum 

Quantum 

Trinidad 

113.8 

112.8 

122.2 

108.7  116.7 

133.2 

Jamaica 

132.5 

154.7 

116.1  116.8 

Average  value 

Average  value 

Trinidad 

107.6 

110.7 

111.5 

99.4  97.0 

101.5 

Jamaica 

104.9 

106.8 

98.4  96.1 

These  figures  give  a  picture  of  rapid  growth  in  the  volume  of  trade  and  also 
of  improvement  in  the  terms  of  trade.  The  expansion  of  the  volume  of  Ja¬ 
maican  exports  is  particularly  striking;  it  is  due  of  course  to  the  growth  of 
the  bauxite  industry  and  also  to  the  increase  in  the  exports  of  sugar  and 
bananas,  the  latter  in  part  reflecting  the  recovery  of  the  industry  from  the 
effects  of  the  1951  hurricane  but  also  in  part  to  its  recent  expansion  with  the 
commercial  success  of  the  Lacatan  variety. 
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The  terms  of  trade  are  calculated  by  dividing  the  average  value  index  for 
exports  by  the  corresponding  index  for  imports;  this  process  gives  a  measure 
of  real  purchasing  power,  in  terms  of  imports,  of  a  unit  of  the  country’s  ex¬ 
ports.  The  resulting  figures  are  (1951  =  100): 


Janiaica  Trinidad 


1953  105.8  108.3 

1954  111.1  114.1 

1955  109.9 


In  both  countries  an  improvement  occurred  in  the  unit  purchasing  power  of 
exports  simultaneously  with  a  substantial  increase  in  their  volume.  If  both 
changes  are  taken  into  account  it  appears  that  in  Jamaica  the  total  increase 
in  the  country’s  purchasing  power  over  imports  between  1951  and  1954  was 
over  70  per  cent.  This  represents  a  remarkable  increase  in  the  country’s  pros¬ 
perity,  and  confirms  the  general  evidence  of  boom  conditions  of  which  other 
indications  are  by  no  means  lacking. 

II 

Commercial  Poucy  and  the  Direction  of  West  Indian  Trade 

'The  nature  of  the  commodities  entering  into  the  export  and  import  trade 
of  the  West  Indian  territories  depends  in  the  main  on  the  resources  of  the 
territories,  the  way  in  which  they  are  used,  and  the  demands  for  consump¬ 
tion  goods  and  other  imports  which  their  people  are  able  to  exercise.  The 
markets  in  which  the  exports  are  sold  and  the  sources  from  which  the  imports 
are  derived  however  are  very  greatly  influenced  by  commercial  policy  both 
in  the  West  Indies  themselves  and  in  the  countries  which  are  purchasers  or 
potential  piurchasers  of  West  Indian  imports.  How  great  the  influence  of  com¬ 
mercial  policy  has  been  can  be  seen  from  a  brief  review  of  some  of  the 
changes  it  has  brought  about  during  this  present  century. 

In  the  later  nineteenth  century  Great  Britain’s  imports  of  sugar  consisted 
mainly  of  bounty-fed  sugar  from  the  European  beet-producing  countries  and 
the  bulk  of  the  West  Indian  sugar  output  was  purchased  by  the  United  States. 
Until  1890  American  import  duties  on  sugar  were  mainly  of  a  revenue  cha¬ 
racter  and  from  1803  to  1894  raw  sugar  was  actually  duty-free.  Refined  sugar 
was  subject  to  a  duty  but  a  surcharge  was  made  from  1890  on  refined  sugar 
from  countries  paying  export  bounties.  The  domestic  American  sugar  indus¬ 
try  was  of  small  importance,  though  the  Hawaiian  output  was  rapidly  in¬ 
creasing  under  the  stimulus  of  the  duty-free  entry  to  the  American  market 
which  ft  had  enjoyed  since  1876.  Various  attempts  were  made,  under  the  reci¬ 
procity  provisions  of  different  United  States  tariffs  of  the  period,  to  secure 
closer  trading  relations  between  the  West  Indies  and  the  United  States.  A 
short-lived  treaty  was  concluded  under  the  McKinley  Act  of  1890  but  it 
came  to  an  end  when  die  United  States  import  duty  on  raw  sugar  was  reim¬ 
posed  in  1894;  a  further  treaty  was  negotiated  in  1897  but  failed  to  secure  the 
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approval  of  the  United  States  Senate.  The  direction  of  American  policy,  how¬ 
ever,  was  changed  as  a  result  of  the  Spanish-American  War.  The  annexation 
of  Puerto  Rico  gave  its  sugar  free  entry  to  the  United  States  from  1901; 
Cuban  and  Philippine  sugar  were  given  preferential  treatment,  and  the  latter 
secured  duty-free  entry  in  1909.  These  preferential  arrangements  and  the  pro¬ 
tection  given  to  the  domestic  cane  and  beet  industries,  meant  that  West  In¬ 
dian  sugar  was  henceforward  virtually  excluded  from  the  United  States  mar¬ 
ket. 

In  spite  of  this,  however,  the  United  States'  remained  the  most  important 
export  market  for  West  Indian  products  up  to  the  outbreak  of  the  first  world 
war  (Table  VII)  for  although  British  Guiana  and  Barbados  remained  de¬ 
pendent  on  sugar  exports  and  were  forced  to  seek  other,  markets  for  their 
output,  Trinidad  found  an  alternative  export  in  cocoa  and  Jamaica  in  bana¬ 
nas,  both  of  which  were  mainly  sold  to  the  United  States,  where  they  were 
duty  free.  Even  up  to  the  end  of  the  1920’s  the  main  West  Indian  territories 
were  selling  almost  as  large  a  proportion  of  their  total  exports  to  the  United 
States  as  to  the  United  Kingdom.  But,  by  1937,  48  per  cent  of  their  exports 
were  going  to  the  United  Kingdom  and  only  8  per  cent  to  the  United  States. 

This  change  was  only  to  a  small  extent  attributable  to  United  States  tariff 
policy.  Trinidad  mineral  oils  were  virtually  excluded  from  the  United  States 
market  by  the  racrease  in  import  duties  in  1932,  but  other  changes  in  United 
States  tariffs  had  no  great  effect  in  excluding  products  already  sold  there, 
though  some  of  them  may  have  prevented  the  growth  of  new  export  indus¬ 
tries  directed  to  the  United  States  market:  American  duties  on  citrus  fruits, 
for  example,  (under  which  Cuba  received  preferential  treatment)  were  of 
prohibitive  effect  and  products  such  as  fresh  vegetables  were  also  severely 
taxed.  On  the  other  hand  leading  West  Indian  exports  such  as  bananas,  cof¬ 
fee  and  cocoa  remained  (and  still  remain)  free  of  duty  except  in  processed 
form,  and  although  sugar  was  excluded  certain  quantities  of  West  Indian 
rum  and  molasses  continued  to  be  exported  to  the  United  States  in  spite  of 
preferences  given  to  other  producers. 

The  principal  reason  for  the  changed  direction  of  West  Indian  export  trade 
in  the  1930  s  was,  of  course,  the  preferences  and  privileges  granted  to  these 
exports  in  the  United  Kingdom  market.  Some  products,  such  as  coffee,  cocoa 
and  sugar,  already  received  preferential  treatment  before  1932;  the  main 
changes  then  made  were  imposition  of  United  Kingdom  import  duties  on 
foreign  bananas,  citrus  fruits,  honey  and  other  products,  and  the  institution 
of  special  measures  of  assistance  to  colonial  Sugar.  The  West  Indian  banana 
trade  was  diverted  from  the  United  States  to  the  United  Kingdom  and  the 
production  of  sugar  revived  rapidly  under  the  stimulus  given  to  it.  United 
Kingdom  imports  of  West  Indian  sugar  being  three  times  as  large  in  1938 
as  in  1929.  In  Trinidad  the  decline  of  die  cocoa  industry  accentuated  the  fall 
in  exports  to  the  American  market.  - 

Preferences  had  been  grant^  by  .Cwada  to/West  Indian  products  since 
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1898,  and  a  series  of  trade  agreements  have  been  concluded  between  the 
two  areas  of  which  the  latest  (which  is  still  in  force)  dates  from  1926.  Can¬ 
ada  became  an  important  purchaser  of  sugar  and  molasses,  especially  from 
Barbados  and  British  Guiana,  in  the  years  before  the  first  world  war,  and 
the  Canadian  market  is  still,  in  the  aggregate,  about  equal  in  importance  to 
that  of  the  United  Kingdom  in  these  territories.  But  on  the  whole  the  share 
of  Canada  in  the  export  trade  of  the  main  West  Indian  territories  has  never¬ 
theless  declined  during  the  past  thirty  years.  This  has  been  partly  due  to 
the  big  growth  in  West  Indian  exports  to  the  United  Kingdom,  and  partly 
to  the  fact  that  the  exports  of  Trinidad,  in  which  Canada  has  never  taken  a 
large  part,  now  represent  a  considerably  larger  proportion  of  total  West  In¬ 
dian  exports  than  before  the  war. 

The  most  important  change  since  1938  in  the  export  trade  of  the  main 
West  Indian  territories  to  North  American  markets  is,  of  course,  the  growth 
in  shipments  of  bauxite  and  alumina,  which  now  represent  nearly  two-thirds 
of  the  total  exports  of  these  territories  to  the  United  States  and  nearly  40 
per  cent  of  their  total  exports  to  Canada.  On  the  other  hand  West  Indian 
bananas  are  no  longer  sold  in  Canada  in  spite  of  the  preference,  and  little 
more  advantage  is  taken  of  the  Canadian  preferences  on  a  number  of  other 
products  than  of  the  right  of  free  entry  which  some  of  them  enjoy  into  the 
United  States.  West  Indian  cocoa  enjoys  a  preference  in  Canada  against 
cocoa  from  other  sources  including  British  West  African  territories,  but  the 
proportion  of  Canadian  requirements  supplied  by  the  West  Indies  neverthe¬ 
less  remains  small. 

The  following  figures  show  the  principal  exports  from  the  main  territories 
to  North  American  markets  in  1955.  Nearly  85  per  cent  of  the  total  consists 
of  sugar  products,  bauxite  and  petroleum. 

Exports  to  North  America  from  Four  Main  Territories  1955* 

£m 

U.S.A.  Canada 


Sugar,  rum  and  molasses 

0.73 

10.11 

Cocoa 

0.90 

0.49 

Coffee 

0.18 

0.11 

Pimento 

0.25 

0.03 

Ginger 

0.14 

0.02 

Bauxite 

6.34 

9.24 

Timber 

0.25 

— 

Petroleum 

0.25 

2.35 

Other  products 

1.05 

1.90 

Total 

10.10 

24.25 

*For  British  Guiana  1956  figures  have  been  used. 


Ill 

The  Future  of  West  Indian  Trade 

When  account  is  taken  of  the  size  and  resources  of  the  West  Indian  ter¬ 
ritories  in  relation  to  their  population,  the  conclusion  seems  inescapable  that 
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higher  incomes  must  inevitably  involve  a  substantially  higher  level  of  trade 
per  head  and  will  be  unattainable  without  it.  If  only  half  of  the  present  dif¬ 
ference  between  the  value  of  West  Indian  trade  per  head  and  that  of  pros¬ 
perous  small  countries  such  as  New  Zealand  or  the  Netherlands  were  to  dis¬ 
appear,  the  volume  of  West  Indian  trade  would  have  to  be  increased  by  75 
per  cent.  On  the  basis  of  1955  trade  and  population  figures  this  would  require 
an  increase  in  West  Indian  exports  of  £100  million  a  year. 

Non-agricultural  exports  already  accoimt  for  over  half  the  exports  of  the 
major  territories  and  the  growth  of  the  Jamaican  bauxite  industry  alone  wiU 
substantially  increase  their  volumes  in  the  next  few  years.  Taking  into  ac¬ 
count  the  revised  valuation  resulting  from  the  new  agreement  recently  con¬ 
cluded  with  the  bauxite  companies  and  the  official  statements  as  to  die  ex¬ 
pected  development  of  the  industry,  it  would  seem  not  at  all  unreasonable 
to  expect  that  total  West  Indian  exports  of  non-agricultural  primary  products 
might  by  the  mid-1960’s,  reach  a  total  value  of  £35  to  £40  million  in  ex¬ 
cess  of  their  actual  1955  value  (prices  other  than  those  of  bauxite  being 
taken  at  1955  levels).  The  possible  contributions  of  manufactured  exports 
and  of  other  credit  items  such  as  the  growth  of  tourism  are  however,  much 
more  difficult  to  assess.  But  even  when  generous  allowance  is  made  for  them 
there  is  clearly  room  for  a  further  expansion  of  agricultural  exports  if  this 
can  be  achieved. 

The  possibilities  of  such  an  expansion  depend  on  the  one  hsmd  on  the 
production  potentialities  of  the  territories  and  on  the  other  on  the  availability 
of  external  markets  in  which  increased  quantities  can  be  sold.  On  the  whole 
it  seems  likely  that  the  difficulties  of  increasing  production  for  export  may 
be  a  more  important  limitation  than  the  difficulties  of  seeming  markets  for 
increased  output. 

During  the  past  thirty  years  there  has  been  a  very  large  expansion  in  the 
volume  of  West  Indian  agricultural  exports,  but  apart  from  the  post-war 
growth  of  rice  exports  from  British  Guiana,  which  do  not  find  markets  out¬ 
side  the  West  Indies,  the  increase  is  due  almost  entirely  to  sugar  (Table 
VIII).  Jamaican  sugar  exports  in  recent  years  have  been  six  to  seven  times 
as  great  as  in  1927-29  and  over  25  times  their  pre-1914  volume,  and  very 
large,  if  not  quite  such  spectacular,  increases  have  occurred  in  the  sugar 
exports  of  the  other  territories.  But  with  the  exception  of  citrus  fruit  and  its 
products  most  other  agricultural  exports  to  the  outside  world  have  declined 
in  volume  throughout  the  period  and  their  quantities  are  in  general  lower 
than  they  were  before  1914. 

Sugar,  however,  has  probably  reached  the  limit  of  its  profitable  expansion 
unless  some  fundamental  change  in  world  market  conditions  alters  its  future 
export  prospects.  Sugar  can  now  be  grown  almost  anywhere  in  the  world 
and  there  seems  no  likelihood  that  the  volume  of  protected  production  in 
importing  countries  will  diminish.  In  any  case  there  is  a  latent  productive 
capacity  in  Cuba  large  enough  to  cover  a  considerable  expansion  in  world 
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demand,  and  it  would  presumably  be  brought  into  use  if  long  term  world 
market  prospects  were  to  improve.  On  the  other  hand  not  only  is  the  share 
of  the  West  Indies  in  the  United  Kingdom  (and  other)  markets  smaller  than 
before  the  war,  but  the  decline  of  the  West  Indian  co£Eee  and  cocoa  industries 
has  prevented  them  from  sharing  in  the  prosperity  which  the  high  prices  of 
these  products  have  brought  to  other  producing  areas  in  recent  years.  Al¬ 
though  these  products  are  not  protected  by  comprehensive  price  and  gua¬ 
rantee  arrangements  such  as  apply  to  sugar,  it  is  difficult  to  believe  that 
with  export  prices  ten  or  more  times  the  pre-war  level  substantial  profits 
could  not  have  be^  reahzed  if  efforts  comparable  to  those  given  to  sugar 
and  bananas  had  been  devoted  to  them. 

In  the  future  the  rising  level  of  incomes  resulting  from  the  development 
of  local  industries  may  add  to  the  difficulties  of  expanding  the  volume  of 
agricultural  exports  since  rising  local  demand  will  tend  to  divert  resources 
to  production  for  home  use.  Special  effort  may  be  needed  to  assist  the  satis¬ 
faction  of  this  demand  by  facihtating  a  greater  volume  of  trade  between  the 
West  Indian  territories  themselves.  The  smaller  islands  do  not  share  either 
the  mineral  resources  or  the  other  opportunities  for  economic  development 
which  their  larger  and  more  prosperous  neighbours  possess.  Most  of  them 
are  bound  to  remain  predominantly  agricultmal,  but  the  economic  develop¬ 
ment  of  the  larger  territories  will  itself  give  them  new  agricultural  oppor¬ 
tunities.  Unless  they  can  take  advantage  of  these  opportunities  by  develop¬ 
ing  the  production  of  the  foodstuffs  required  to  meet  the  growth  of  local 
demand' they  may  fail  either  to  share  in  the  prosperity  resulting  from  eco¬ 
nomic  expansion  or  to  make  their  contribution  towards  the  increased  real 
output  of  the  West  Indies  as  a  whole. 

The  stimulus  of  expanding  local  markets  will  be  more  directly  felt  in  the 
territories  where  non-agricultural  activities  are  developing,  and  should  pro¬ 
vide  an  opportunity  for  the  growth  of  progressive  and  intensive  forms  of 
agriculture,  including  livestock  husbandry  and  market  gardening,  which  yield 
high-value  products  and  can  provide  substantial  incomes  from  moderate 
acreage.  Potential  markets  for  such  products  may  be  looked  for  not  only  in 
the  West  Indies  themselves  but,  unless  the  post-war  trends  of  expansion  are 
seriously  checked,  in  overseas  markets  such  as  Canada,  Great  Britain  and 
even  the  United  States  in  spite  of  its  tariffs.  A  number  of  American  import 
duties  are  now  considerably  lower  than  in  the  1930’s,  and  the  size,  wealth  and 
proximity  of  the  American  market  compensate  in  some  measure  for  the  tariff 
obstacles  surrounding  it. 

The  need,  for  diversifying  and  intensifying  West  Indian  agriculture  has 
often  been  urged  in  the  past,  but  disappointingly  small  progress  has  yet  been 
made  towards  achieving  tlus  objective  and  replacing  peasant  holdings  and 
settlements  by  a  system  of  medium-sized  commercial  agricultural  imdertak- 
ings  capable  of  offering  scope  for  the.  energies  and  ambitions  of  the  more 
progressive  sections  of  the  population.  Such  a  development,  however,  can 
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hardly  be  expected  to  occur  unless  active  growth  is  taking  place  in  the  non- 
agricultural  sectors  of  the  economy.  But  the  expansion  now  in  prospect  in 
the  tourist,  oil  and  bauxite  industries,  the  inflow  of  capital  resulting  from  it, 
and  the  success  of  any  efforts  to  promote  the  establishment  of  other  industries 
should  help  to  create  the  conditions  necessary  if  progress  is  to  be  achieved 
in  agriculture,  both  by  providing  larger  markets  for  local  production  and 
by  helping  to  remove  some  of  the  burden  of  underemployed  and  unproduc¬ 
tive  man-power  by  which  West  Indian  peasant  agriculture  is  encumbered. 

The  conclusion  that  the  major  hmitation  on  the  growth  of  agricultural  ex¬ 
ports  is  likely  to  he  on  the  side  of  production  rather  than  of  markets  does 
not,  of  course,  mean  that  the  terms  on  which  West  Indian  products  can 
secure  entry  into  importing  countries  do  not  merit  close  attention  from  those 
responsible  for  West  Indian  government.  The  preferential  arrangements  under 
which  Commonwealth  sugar  has  been  marketed  in  the  United  Kingdom  and 
Canada  both  before  and  since  the  war  have  undoubtedly  been  of  the  greatest 
importance  to  the  West  Indies,  even  though  they  may  also  have  diverted  at¬ 
tention  in  Jamaica  and  Trinidad  from  other  potential  agricultural  develop¬ 
ments  which  might  have  been  profitably  pursued.  But  both  in  the  United 
Kingdom  and  Canada  most  West  Indian  products  have  to  face  actual  or 
potential  competition  from  other  producers,  including  Commonwealth  pro¬ 
ducers  also  enjoying  preferences.  Even  in  the  Canadian  market,  where  the 
West  Indies  have  the  advantage  of  relative  proximity  and  of  the  disposition 
evident  in  Canada  in  favour  of  close  trading  relations  with  the  British  Carib¬ 
bean  territories,  other  Commonwealth  countries  have  in  some  cases  succeeded 
m  obtaining  more  favoiurable  treatment  (for  example  free  entry  for  canned 
fruit  and  canned  pineapple  juice)  than  that  accorded  to  the  West  Indies. 
Although  the  West  Indies  are  the  most  important  Canadian  export  market 
for  one  or  two  products  such  as  salt  fish,  their  importance  as  an  export  mar¬ 
ket  for  the  Canadian  economy  as  a  whole  is  small.  Canada  takes  21  per  cent 
of  total  West  Indian  exports,  but  the  West  Indies  take  in  return  less  than  1 
per  cent  of  total  Canadian  exports. 

The  damage  undoubtedly  suffered  by  the  West  Indies  in  the  past  from  the 
trading  policies  of  certain  other  coimtries  has  perhaps  been  responsible  for 
excessive  importance  being  attributed  to  these  influences  as  a  reason  for  the 
slow  pace  of  the  region’c  economic  development.  The  maintenance  of  existing 
preferences  and  any  further  progress  that  can  be  made  to  facilitate  the  entry 
of  West  Indian  products  into  overseas  markets  will  obviously  serve  to  en¬ 
courage  future  economic  advancement.  But  it  is  the  development  of  their 
own  productive  powers  on  which  the  prospect  of  any  substantial  improve¬ 
ment  mainly  rests,  and  it  is  this  that  certainly  deserves  the  primary  emphasis 
m  the  framing  of  their  future  economic  policy. 
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TABLE  I.  Import  and  Export  Trade  of  West  Indian  Territories 

(  £in) 


Territory 

:  1936-8 

Imports  ( total ) 
1948  1953  1954 

Exports  (total) 

1955  ;  1936-8  1948  1953  1954  1955 

Trinidad  and 

Tobago 

6.8 

27.5  49.2 

52.0 

61.4 

6.9  27.6 

53.5  54.6  59.6 

Jamaica 

5.8 

19.9  35.5 

37.3 

46.4 

4.6  11.5 

25.9  31.4  34.7 

British  Guiana 

2.2 

10.0  15.0 

16.7 

19.8 

2.7  7.7 

17.4  17.9  18.9 

Barbados 

2.1 

6.4  9.5 

10.2 

11.5 

1.5  3.0 

8.6 

8.4  8.1 

British  Honduras 

0.9 

2.0  2.9 

2.8 

3.6 

0.6  1.5 

1.9 

1.8  2.0 

Windward  Islands 

0.7 

3.2  4.4 

5.0 

5.4 

0.7  1.9 

3.8 

4.4  4.1 

Leeward  Islands 

0.7 

1.9  3.9 

4.0 

4.5 

0.7  1.5 

3.5 

2.6  3.0 

Total 

19.3 

70.9  120.4 

128.0  152.6  17.7  54.7 

114.6  121.1  130.4 

TABLE  II.  Composition  of 

West  Indian  Trade 

(£m) 

A. 

Total  Imports,  1955 

S.I.T.C.  Group 

Trinidad 

British 

British 

Total  -  5 

&  Tobago 

Jamaica 

Guiana 

Barbados 

Honduras 

territories 

0.  Food 

10.46 

9.08 

4.11 

3.49 

0.98 

28.12 

1 .  Beverages  & 

tobacco 

1.39 

0.92 

0.48 

0.29 

0.14 

3.22 

2 . )  Crude  materials 

4.)  except  fuels 

1.25 

2.01 

0.23 

0.89 

0.04 

4.42 

3 .  Mineral  fuels, 

etc. 

17.40 

4.02 

1.59 

0.59 

0.36 

23.96 

5 .  Chemicals 

3.28 

3.65 

1.51 

0.90 

0.21 

9.55 

7.  Machinery  &  trans- 

10.45 

9.31 

4.31 

1.35 

0.69 

26.11 

port  equipment 

6 . )  Other  manufactured 

8.)  goods 

16.43 

16.35 

7.48 

3.54 

1.13 

44.93 

Total 

60.66 

45.34 

19.71 

11.05 

3.55 

140.31 

B. 

Domestic 

Exports,  1655 

0.  Food 

10.27 

20.93 

11.25 

6.85 

0.40 

49.70 

1 .  Beverages  & 

tobacco 

0.43 

1.59 

0.68 

0.46 

— 

3.16 

2 .  )  Crude  materials 

4.j  except  fuels 

1.21 

9.16 

5.94 

0.05 

1.34 

17.70 

3.  Mineral  fuels. 

etc. 

44.31 

— 

— 

— 

— 

44.31 

5-8  Manufactured 

goods 

1.78 

1.05 

0.48 

0.09 

0.01 

3.41 

Total 

58.00 

32.73 

18.56 

7.45 

1.75 

118.49 

TABLE  III.  West  Indian  Imports  by 

Principal 

>  Countries 

and  Areas 

(  £m) 

A.  Total  West 

Indian  Imports 

1936-8 

1948 

1953 

1954 

1955 

United  Kingdom 

7.3 

24.4 

49.2 

52.0 

61.0 

Canada 

2.9 

15.1 

14.5 

15.0 

15.8 

U.K.  Colonial  territories 

1.2 

3.9 

9.6 

10.1 

12.1 

U.S.A.  &  Dependencies 

3.5 

12.9 

14.2 

15.5 

21.1 

Central  &  South  America 

0.8 

8.0 

14.6 

15.0 

17.7 

O.E.E.C.  Countries 

1.4 

1.9 

8.2 

9.4 

11.4 

Other  Countries 

2.1 

4.6 

11 

11 

14 
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TABLE  III  (Cont’d.)  West  Indian  Imports  by  Principal  Countries  and  Areas 


B.  Imports  into  Principal  West  Indian  Territories,  1955 


Trinidad 

Jamaica 

British 

Guiana 

Barbados 

British 

Honduras 

Total  -  5 

Territories 

United  Kingdom 

23.39 

18.39 

9.42 

4.65 

1.26 

57.11 

Canada 

5.42 

5.46 

1.23 

1.89 

0.12 

14.22 

British  West  Indies 

1.77 

2.28 

2.04 

1.66 

0,35 

8.10 

United  States 

5.82 

9.52 

2.54 

0.86 

1.21 

19.95 

Other  Countries 

24.99 

10.02 

4.53 

2.44 

0.64 

42.62 

i  Venezuela 

15.78 

Netherlands 

1.49 

1,10 

0.40 

0.20 

1  Dutch  W.I. 

2.65 

Germany 

0.95 

0.23 

India 

0.84 

0.21 

Total 

61.39 

45.67 

19.76 

11.50 

3.58 

141.90 

TABLE  IV.  West  Indian  Exports  by  Principal  Countries  and  Areas 

(  £m) 

A.  Total  West  Indian  Exports 


Destinatioa 

1936.6 

1948 

1953 

1954 

1955 

United  Kingdom 

7.8 

23.9 

54.6 

54.4 

54.8 

Canada  (a) 

3.8 

9.4 

14.8 

18.0 

20.7 

U.K.  Colonial  territories 

1.1 

4.0 

9.2 

10.0 

11.3 

U.S.A.  and  dei»endencies  (b) 

1.7 

3.4 

8,7 

10.2 

10.4 

Central  &  South  America 

0.2 

4.1 

5,5 

6.3 

5.2 

O.E.E.C.  Countries 

0.8 

1.6 

7.3 

6.0 

10.2 

Other  Countries 

2.3 

8.4 

15 

16 

17 

ToUl 

17.7 

54.8 

115 

121 

130 

(a)  Including  Newfoundland 

(b)  Including  Philippines 


B.  Domestic  Exports  from  Principal  West  Indian  Territories,  1955 


Trinidad 

Jamaica 

British 

Guiana 

Barbados 

British  Total  —  8 
Honduras  Territories 

United  Kingdom 

23.08 

16.68 

6.68 

3.31 

0.52 

50.27 

Canada 

3.49 

6.59 

6.70 

3.22 

0.05 

20.05 

British  West  Indies 

3.91 

0.35 

2.90 

0.58 

0.44 

8.18 

United  States 

1.50 

5.21 

1.65 

0.17 

0.50 

9.03 

Other  Countries 

26.14(a)  3.90(b) 

0.63 

0.17 

0.24 

31.08 

Total 

58.12 

32.73 

18.56 

7,45 

1.75 

118.61 

(a)  Brazil  3.75;  Curacao  1.60;  Sweden  1.66;  Spain  2.17.  Ships’  stores  and  bunkers  7.05 

(b)  Norway  1.88 
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TABLE  V.  Trade 

OF  THE  Smaller  Islands 

A.  Distribution  of  Trade  1955 

l^eeward  Islands 

Windward 

Islands 

Imports 

Source 

value 

(  £m) 

United  Kingdom 

1.94 

2.15 

Canada 

0.75 

1.03 

British  West  Indies 

0.74 

1.01 

U.S.A. 

0.50 

0.53 

Others 

0.55 

0.80 

Total 

4.48 

5.52 

Domestic  Exports 

Destination 

value  (  £m) 

United  Kingdom 

2.15 

2.28 

Canada 

0.54 

0.07 

British  West  Indies 

0.12 

0.52 

U.S.A. 

0.01 

0.89 

Others 

0.05 

0.59 

Total 

2.87 

4.35 

1  B.  Principal  Commodities  Exported 

Antigua 

Montserrat  St.  Kitts 

St.  Lucia 

St.  Vincent 

Dominica  Grenada 

Nevis 

(1955) 

(1955) 

(1954) 

(1954) 

(1954) 

(1954) 

(1955) 

Sugar 

0.71 

1.65 

0.28 

_ 

— 

Cotton  and  products 

0,30 

0.60 

— 

— 

0.05 

— 

— 

Cocoa 

0.07 

0.87 

Bananas 

— 

— 

— 

0.09 

_ 

0.52 

— 

Nutmeg  &  Mace 

— 

— 

— 

— 

_ 

_ 

0.81 

Citrus  fruit  products 

— 

— 

— 

— 

— 

0.20 

Arrowroot 

— 

— 

— 

— 

0.32 

— 

.. 

1  Copra  and  Coconut  Oil 

0.20 

.  0.10 

0.06 

.....  . . 

Total  domestic 

exports 

1.03 

0.08 

1.76 

0.70 

0.87 

0.94 

1.82 

Total  exports 

1.15 

0.09 

1.83 

0.73 

0.89 

0.95 

1.83 

Total  imports 

2.15 

0.25 

2.08 

1.08 

1.14 

1.17 

2.15 

TABLE 

VI.  Trade 

OF  Main  Territories  with 

West  Indies 

£  000 

S.I.T.C.  Classes 

0 

1 

3 

2  &  4 

5 

Food 

Bananas 

Mineral 

Other 

Chemicals 

Other 

Total 

& 

Fuels 

Crude 

Goods 

Tobacco 

Materials 

A.  Imports 

Irinidad  (1955) 

1,140 

264 

_ 

152 

103 

115 

1,774 

Jamaica  ( 1954 ) 

581 

1 

814 

509 

35 

87 

2,027 

British  Guiana  (1953) 

141 

21 

1,120 

74 

24 

259 

1,508 

Barbados  ( 1954 ) 

472 

8 

333 

396 

40 

130 

1,379 

1  British  Honduras  (1955)  17 

- 

296 

1 

11 

29 

353 

■  Total 

2,351 

294 

2,563 

1,132 

213 

488 

7,041 

1 

B.  Domestic  Exports 

■  Trinidad  (1955) 

282 

55 

2,589 

63 

187 

734 

3,910 

1  Jamaica  ( 1954 ) 

79 

19 

6 

36 

187 

327 

1  British  Guiana  (1953) 

2,003 

19 

— 

92 

115 

89 

2,3ie 

1  Barbados  (1954) 

237 

269 

— 

18 

37 

40 

601 

1  British  Honduras  (1955)  15 

- 

- 

422 

— 

3 

440 

■  Total 

2,614 

362 

2,589 

601 

375 

1,053 

7,596 
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TABLE  VII.  Direction  of  West  Indian  Trade  at  Selected  Dates 
(Five  major  terrUoTies) 


Source  of  Imports 

Destination  of  Exports 

United 

United 

United 

United 

Kingdom 

Canada 

States 

Kingdom 

Canada 

States 

% 

% 

% 

% 

% 

% 

1896 

47 

6 

29 

38 

3 

42 

1911 

41 

8 

33 

22 

23 

41 

1913 

38 

9 

35 

27 

19 

35 

1922 

31 

18 

32 

34 

26 

27 

1928 

35 

19 

24 

28 

25 

26 

1933 

44 

14 

13 

45 

24 

7 

1937 

37 

13 

19 

48 

23 

8 

1948 

35 

20 

18 

48 

20 

5 

1955 

40 

10 

14 

44 

18 

8 

TABLE  VIII.  West  Indian  Agricultural  Exports  at  Certain  Dates 


1896 

1903 

1911 

1913 

1922 

1929 

1937 

1948 

1954-5* 

Sugar 

(th.t) 

(Br.  Honduras  excluded)  259 

249 

215 

161 

248 

313 

592 

431 

942 

Cocoa  ( raw ) 
(Trinidad,  Jamaica, 

(th.cwts.) 

Grenada,  St.  Lucia) 

319 

475 

617 

596 

617 

713 

345 

259 

264 

Coffee  (raw) 

(th.cwts.) 

(Jamaica) 

Bananas 

67 

80 

60 

58 

63 

59 

68 

25 

39 

(nm. 

bunches ) 5 . 2 

14.7 

17.0 

18.2 

13.1 

22.2 

28.5 

6.2 

12.9 

Nutmeg  &  Mace 
( Grenada ) 

(th.cwts.) 

17 

26 

26 

46 

22 

56 

Pimento 

(th.cwts.) 

( Jamaica ) 

100 

71 

115 

136 

103 

81 

52 

43 

42 

Arrowroot 
(St.  Vincent) 

(th.cwts.) 

38 

39 

24 

32 

72 

57 

Ginger 

( th.cwts. ) 

(Jamaica) 

11 

29 

29 

21 

13 

19 

27 

28 

16 

Oranges 

(th.t.)  31 

24 

12 

14 

4 

0.5 

10.3 

7.0 

4.6 

Grapefruit 

(th.t.) 

5.1 

6.4 

12.4 

6.4 

Canned  fruit 

(th.t.) 

5.4 

Fruit  juices 

(mn.  galls.) 

0.4 

2.8 

3.4 

Cotton 

(mn.lbs.) 

0.4 

3.0 

2.5 

1.4 

2.1 

1.8 

1.5 

2.6 

Chicle  gum 

(th.cwts.)  8.2 

3.6 

6.9 

9.0 

4.2 

5.3 

5.9 

9.3 

8 

Rice 

(th.t.) 

(British  Guiana) 

1 

1 

3 

8 

9 

14 

19 

18 

54 

•Partly  estimated.  Based  on  average  figures  for  the  two  years  where  available. 
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NOTE  ON  INTRA-REGIONAL  TRADE 
By 

J.  C.  King 

I  should  like  to  give  some  figures  concerning  intra-regional  trade.  The  value 
of  the  goods  entering  intra-regional  trade  for  1955  was  approximately  $50 
million  (B.W.L).  In  monetary  terms  the  greatest  amount  of  this  trade  was 
in  petroleum  and  petroleum  products  from  Trinidad  to  Jamaica,  British  Gui¬ 
ana  and  other  islands  ($12.4  million).  Next  in  importance  was  rice  from  B.G. 
( $12  million )  —  under  a  special  agreement  B.G.  has  agreed  to  supply  all  rice 
requirements  of  the  B.W.I.  territories.  Other  important  items  of  intra-regional 
trade  include  Cement  from  Trinidad  $2.2  million;  Lumber  from  B.G.  and 
B.H.  $2.2  million;  Rum  from  Barbados  $1.3  million;  Margarine  $1  million 
exported  mainly  by  Barbados  and  Trinidad  to  B.C.;  Laundry  soap  $366,000; 
Medicinal  products  $3i  million  from  B.G.  and  Trinidad;  Biscuits  from  Bar¬ 
bados  $287,000;  and  Textiles  from  Trinidad  $282,000. 

The  following  figures  showing  imports  during  1954  from  outside  the  area 
of  certain  commodities  which  are  also  produced  within  the  area  might  serve 
to  point  up  the  scope  for  further  development  in  intra-regional  trade: - 


Meal,  flour 

$824,000 

Maize 

$442,000 

Meat 

$3  million 

Pulses 

$2.2  million 

Condensed  Milk 

$6.6  million 

Groundnuts 

$500,000 

Poultry 

$415,000 

Coffee 

$237,000 

Cocoa  Powder 

$1.3  million 

Beer  and  Ale 

$2.5  million 

Cement 

$3.7  million 

Pitch  Pine 

$4.1  million 

Footwear 

$7.9  million 

Leather 

$945,000 

GENERAL  DISCUSSION 


General  Market  Prospects 

Mr.  Morgan  suggested  that  more  attention  be  paid  to  the  long-run  demand 
for  the  products  of  the  area.  From  the  data  given  in  the  eighth  report  of 
the  O.E.E.C.  he  had  concluded  that  a  10  per  cent  increase  in  income  in 
Western  Europe  would  lead  to  an  8  per  cent  increase  in  demand  for  imported 
vegetables  and  fruits. 
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Professor  Nash  had  made  the  point  that  for  the  West  Indies  production 
was  the  problem  rather  than  markets.  An  important  change  in  the  pattern  of 
world  trade  since  before  the  war  had  been  the  reduction  of  imports  by  in¬ 
dustrial  countries  from  non-industrial  countries.  This  was  partly  due  to  the 
fact  that  industrial  countries  were  developing  more  synthetic  raw  materials 
and  increasing  agricultural  protection.  But  on  closer  analysis  one  could  dis¬ 
tinguish  a  group  of  countries,  including  Australia,  India  and  Brazil,  which 
were  pursuing  development  programmes  that  provided  increased  home  mar¬ 
kets  for  their  food  and  raw  materials.  There  was  therefore  likely  to  be  a  still 
further  demand  for  food  and  raw  materials  in  those  countries  where  indus¬ 
trialization  was  proceeding. 

Dr.  Singer  agreed  that  trade  between  the  fully  industrialized  countries  and 
those  which  had  not  begun  to  industrialize  had  increased  almost  as  fast  as 
the  trade  of  industrial  countries  with  each  other;  any  falling  off  involved  the 
countries  which  were  in  the  process  of  industrializing. 

Professor  Schultz  said  that  tropical  agriculture  had  no  advantage  over  agri¬ 
culture  in  the  temperate  zones  in  the  production  of  foods  whose  nature  was 
to  supply  calorie  requirements  or  even  in  oil  and  fat  production.  Professor 
Lewis  added  to  this  Aat  one  country  in  the  tropics  seldom  had  an  advantage 
over  others  in  a  particular  commodity,  so  that  competition  between  them 
was  generally  Veen.  He  asked  whether  Professor  Schultz’s  picture  of  low  in¬ 
come  elasticities  of  demand  for  West  Indian  food  products,  and  of  limited 
markets,  did  not  conflict  with  Professor  Nash’s  point  that  the  West  Indian  ex¬ 
port  problem  was  one  of  production  rather  than  of  markets.  Professor  Nash 
said  that  on  the  contrary  he  was  sceptical  about  the  outlook  for  the  area’s 
main  agricultural  products,  and  agreed  that  agriculture  had  a  limited  future 
as  an  employer  of  labour;  but  he  would  like  to  see  modern  methods  spread 
outside  the  sugar  industry  on  which  the  West  Indies  had  so  long  depended. 

It  was  suggested  that  federation  and  independence  might  affect  trading 
patterns  in  the  West  Indies  both  through  an  increase  in  trade  within  the 
region  and  through  a  greater  power  to  remove  restrictions  on  buying  from 
sources  other  than  sterling.  'The  strong  cultural  ties  with  the  United  States 
and  Canada  suggested  that  more  imports  would  come  from  the  dollar  area, 
particularly  household  durables,  but  there  were  many  lines,  such  as  textiles, 
where  American  prices  were  not  competitive  with  those  of  goods  From  Japan 
or  Germany.  It  was  suggested,  however,  that  caution  would  be  needed  to 
avoid  retaliatory  measures  against  West  Indian  exports  to  the  United  King¬ 
dom,  which  remained  the  most  promising  export  market. 

'There  was  some  speculation  about  the  possible  effects  of  future  tariff 
changes  overseas,  and  in  particular  erf  the  effects  of  the  European  common 
market.  This  might  for  example  lead  to  an  agreement  by  which  Common¬ 
wealth  producers  had  to  accept  more  competition  from  European  agricultural 
products  in  return  for  access  to  the  European  market. 

Mr.  Mayne  said  that  it  was  vital  those  responsible  for  government  de- 
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velopment  policy  resist  the  temptation  to  rely  on  protected  markets.  The 
Puerto  Rican  sugar  industry,  for  example,  had  fallen  behind  in  technique  and 
productivity  because  of  its  heavy  protection.  It  had  therefore  lost  labour  to 
other  industries  and  could  not  fulfil  its  quota  production.  Flexibility  and  will¬ 
ingness  to  take  risks  were  essential  to  growth.  It  was  suggested  that  the  com¬ 
petition  for  labour  by  other  industries  formed  a  long-run  check  on  the  inef¬ 
ficiency  of  producers  no  matter  how  their  markets  were  protected,  provided 
the  economy  was  growing. 

Imperial  Preference 

There  was  some  discussion  of  the  effects  of  imperial  preference  and  the 
advantages  and  disadvantages  of  these  for  the  West  Indies.  The  system  im¬ 
plied  some  limitation  on  the  freedom  to  import  of  the  member  countries,  par¬ 
ticularly  where  a  quota  was  imposed  as  in  the  case  of  Japanese  textiles.  It 
gave  in  return  a  preferential  position  for  Commonwealth  exports  to  the  Uni¬ 
ted  Kingdom,  and  this  preference  was  particularly  useful  to  a  small  producer 
like  the  West  Indies  since  the  British  market  could  absorb  its  whole  output. 

It  was  generally  felt  that  preferences  had  not  seriously  distorted  West  In¬ 
dian  import  trade,  while  in  the  case  of  exports  it  must  be  borne  in  mind 
that  the  market  was  in  any  case  dominated  by  international  agreements  and 
special  arrangements  of  various  kinds.  Various  forces  were  at  work  which 
would  reduce  the  effectiveness  of  the  preference  system  —  rising  prices  which 
reduced  the  value  of  preferences  fixed  in  absolute  terms,  tariff  modifications, 
the  establishment  of  the  European  common  market.  But  the  strong  cultural 
link  with  Britain  would  persist  and  there  was  no  immediate  likelihood  of 
a  drastic  shift  in  the  pattern  of  trade. 

Dollar  Restrictions 

There  was  some  discussion  of  the  restraints  on  West  Indian  trade  imposed 
by  the  regulations  limiting  dollar  imports.  The  opinion  was  expressed  that 
without  these  regulations  a  considerable  shift  to  dollar  sources  of  imports 
would  have  taken  place.  But  it  must  be  remembered  that  an  independent 
Jamaica,  for  example,  would  have  had  to  impose  its  own  controls  on  dollar 
imports  since  the  demand  for  American  goods  would  have  exceeded  the  is¬ 
land's  dollar  earnings.  It  was  suggested  that  the  growth  of  the  tourist  and 
bauxite  industries  would  increase  dollar  earnings  and  allow  Jamaica  to  pre¬ 
serve  a  natural  balance.  Another  possible  development  might  come  with  fed¬ 
eration  if,  as  seemed  likely,  Canada  began  to  pay  much  greater  attention  to 
the  West  Indian  market. 

Mr.  Heesterman  mentioned  that  Surinam  was  not  restricted  in  its  dollar 
purchases.  It  exported  bauxite,  mainly  to  the  United  States,  and  about  30 
per  cent  of  its  imports  came  from  the  States.  Surplus  dollars  were  turned  over 
to  the  Netherlands  dollar  fund. 
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Banana  Marketing 

Professor  Schultz  turned  the  discussion  to  the  marketing  of  West  Indian 
bananas  by  asking  whether  the  banana  industry  would  benefit  if  it  were  de¬ 
prived  of  the  special  arrangements  in  the  U.K.  market  but  allowed  to  buy 
imports  where  it  pleased,  Mr.  Cadbury  said  that  the  present  arrangement 
offered  the  security  of  a  long-term  agreement;  but  he  pointed  out  that  the 
export  of  bananas  to  any  market  must  be  affected  by  the  peculiar  position 
of  the  United  Fruit  Company,  which  had  passed  from  being  the  great  grower 
of  bananas  to  a  position  which  depended  on  their  hold  on  transportation. 
This  hold  might  be  weakened  when  the  shortage  of  refrigerated  transport 
was  over  (perhaps  within  two  years).  Another  possible  development  was  the 
removal  of  the  hands  of  bananas  from  the  bunch  at  the  shipping  point,  which 
saved  shipping  and  retained  some  labour  costs  in  the  exporting  country.  This 
method  was  at  present  resisted  by  the  shipping  companies.  Jamaica  also  had 
hopes  of  exporting  nearly-ripe  bananas  by  air,  since  cheap  freight  space  was 
available  on  planes  returning  from  Venezuela  to  the  United  States. 

Sugar  Marketing 

It  was  asked  whether  the  West  Indies  had  benefited  on  balance  from  the 
wartime  and  postwar  arrangements  for  marketing  sugar  in  the  U.K.  and  why 
a  long-established  industry  should  need  long-term  contracts.  Mr.  Kirkwood 
explained  that  the  agreed  price,  which  in  the  years  immediately  after  the  war 
had  been  lower  than  the  world  price,  had  been  accepted  by  the  West  Indian 
producers  as  a  quid  pro  quo  for  a  guaranteed  market  for  the  bulk  of  their 
production.  Otherwise  a  producer  like  Cuba,  with  favourable  natural  con¬ 
ditions  and  its  own  protected  market  in  the  U.S.,  could  dominate  the  world 
position. 

Mechanization  of  the  sugar  industry  had  tong  been  contemplated  but  even 
the  introduction  of  tractors  had  met  worker  resistance  and  mechanical  cane 
cutting  would  have  led  to  political  protests.  Now  that  the  demand  for  labour 
from  other  industries  had  relieved  the  employment  situation  and  a  stable  mar¬ 
ket  background  had  been  created,  further  developments  could  be  introduced. 
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